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INSTALMENT SELLING -- WHAT IS IT? 


Instalment selling, simply defined, is the pur- 
chase of goods to be paid for by a small "down" pay- 
ment and periodic payments until the debt is liquid- 
ated. It differs from open account selling in that 
the payments are to be for specified amounts and to 
be made at specified times, the entire obligation be- 
ing liquidated in about a year. The practice is known 
by various names as: deferred payments, easy payments, 
budget plan buying, terms to suit customer, etc., but 
regardless of the title given to the practice, the 
plan is to increase sales by allowing the customer 
long time credit which is to be liquidated by small 
periodic payments. General objections to the title 
"Installment Selling" has brought about the new titles. 

Under present day distribution methods it is 
possible for the consumer to obtain almost any article 
costing from a few dollars to several thousand by mak- 
ing a comparatively small payment at the time of pur- 
chase and agreeing to pay the balance according toa 
definitely arranged schedule of small periodic payments. 
To be sure, it costs the user more to purchase in this 


manner than it would to pay cash because there is a 
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carrying charge by which the rirm financing the trans- 
action is reimbursed. There are various methods of 
arriving at this carrying charge, as follows: 

1. The seller has two prices on his merchandise, 
one a cash price and the other a "time" or "instalment" 
price. Or the seller may establish one price, the in- 
stalment price, and allow cash customers a discount 
from this price. 

2. The seller may charge interest at a nominal 
rate on unpaid balances. 

5. The seller may add a flat charge, known as a 
carrying charge, to the price of the article. 
| In any event, the buyer is to get benefits from 
the use of money belonging to someone else, for which 
he must pay interest. 

So far as the buyer is concerned, the fairest and 
most advantageous method is Number 2, charging interest 
on unpaid balances. This is the method generally used 
by the large department stores in handling sales on 
their "budget plan". This plan operates as follows: 

Suppose Mr. A purchases a radio set at a price of 
$200, 25% to be paid when the order is given and the 
balance to be paid in twelve equal instalments plus in- 
terest on unpaid balances at the rate of $% per month, 


payments to be made at intervals of one month: 
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$150 


Selling price 
Less initial payment 25% 
Balance 


+ 12 = $12.50 monthly payments: 


lst payment of principal 
Plus $% of $150 
Total payment 


end payment of principal 
Plus $% of $137.50 
Total payment 


ord payment of principal 
Plus 4% of $125. 
Total payment 


4th payment of principal 
Plus $% of $112.50 
Total payment 


5th payment of principal 
Plus 3% of $100.00 
Total payment 


6th payment of principal 
Plus $% of $87.50 
Total payment 


7th payment of principal 
Plus 4% of $75.00 
Total payment 


8th payment of principal 
Plus 4% of $62.50 
Total payment 


9th payment of principal 
Plus $% of $50.00 
Total payment 


10th payment of principal 
Plus of $37.50 
Total payment 


llth payment of principal 
Plus of $25.00 
Total payment 
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12th payment of principal $ -12:.50 
Plus © of $12.50 207 
Total payment 2.97 


Mr. A has paid for his radio: 


The purchase price $ 200.00 
Plus interest : 4.91 
Total $ BOL.9L 


Under this plan the purchaser is simply paying 
interest at the rate of 6% per annum on the borrowed 
capital from which he is receiving the benefit. 

Automobile finance companies use method number 
5, i.6., add a carrying charge to the delivered price 
of the car. This carrying charge includes interest 
charges and charges for fire and theft insurance for 
the period over which the credit runs. The following 
case illustrates the methods used. 

Suppose Mr. Blank, who already owns an automo- 
bile, wishes to trade for a car the cash delivered 
price of which is $1,000. The dealer will allow him 
$400 for his old car towards the purchase of the new 
machine. Mr. Blank feels that he will be able to pay 
$50 per month, which will liquidate the unpaid balance 
of $600 in twelve months. In computing their rates 
the finance companies divided the country up into ter- 
ritories because of the variation in the rates for fire 
and theft insurance, premium for which is included in 


the finance charge. 
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The figures given below are based on the rates of 
one of the largest automobile finance companies in the 
country. The territory used is that in which the writ- 
er resides. The insurance rates were taken from the 
rate manual of one of the largest insurance companies 
doing business in the territory. 

On the basis of financing the purchase over a per- 
iod of one year, the total cost to the customer will 
be $1,052.00: 

Delivered cost on deferred payment 
plan $ 1052 


12 monthly payments of $50. each 600 


Down payment 452 
Allowance for old car 400 


Cash payment at time of purchase $ 52 


The purchaser turns over his old car and $52 in 
cash to the dealer at the time of purchase. 

Suppose in the above case the purchaser held col- 
lateral on which he could borrow $600 at his bank at 
the interest rate of 6%. He would probably sign a de- 
mand note which he could pay off as rapidly or as slow- 
ly as he wished, within reasonable bounds, of course. 
But for the sake of comparison, let us assume that he 


will liquidate his loan in twelve monthly payments, as 


i 


ae 
to aetsx edt oo betes one woled aevis 8 


: 


-teq s seve easdorg oft gnioazeait to elesd seagl 20 


- = 5 = +) 7 ~ a9, 


edt at eelnsqmos eonamit oLidomotys Re” % 
-tiqw edt ia at vat 6 ba ore We epee dis 
edd mort gexet etew eeter consurant ext “\eebteos ~~ 
eoiasymes eateweat taeguel edt te amo 1. Loui evet 


 «.Ytotiased edt al aeonteud wise 


iitw asmotevo edt ot teoo Latot ett ae | ene to bol 


820,18 ed 
cemysq Seraeted ae teoo betevifed — 
SéoL .* | asiq 
«2 
908 tose .08§ To evacaryeq idtoom S$. 
S62 Faemrysq awed 
a xso bfo tot sonswollA 
S& $  cesdouwq to omtt te tmomysq desd | 
— - ro: - 


ot &@¢ bos xso bio eid tevo anit soeedtousy. ed | 
.sastorug to eaid odd ¢e teleeb edd of depo 

-foo bled teesdoiuq ont easo evoda ait ak eaoqqwe -. ; 
$e xasd eis ts 000$ worrod Hivos ef dotdw.no Levetel =~ 
<©b 8 nie videdorg bivow eH .&6 To ofet seetevat oat 
~wole ex wo yLbigss es tt0 ysq Siuoo otf doidw etom Bram . 
-semeo to ,ebayod eidssoasse aldtiw ,bedele odes 
ed ted omvees au tefl 198. basqpIog to sales os 
ae ania qiiidnom eviews at asol etd otebiupht 4. 


6. 


he would do if he ttoavans his purchase through a finance 
company. The payments would be worked out as follows: 
The purchaser is allowed $400 for his old car and borrows 
$600 at the bank, thereby completing his payment to the 
dealer. If he is to liquidate his note in twelve equal 
payments he will pay $50 per month, plus the interest at 


the rate of 6%: 


lst payment of principal $ 50.00 
1 month interest on $600 8.00 
Total payment 55.00 
2nd payment of principal 50.00 
1 month interest on $550 2:73 
Total payment be, 70 
ord payment of principal 90.00 
1 month interest on $500 2.50 
Total payment Be.D0 
4th payment of principal 50.00 
1 month interest on $450 2.20 
Total payment Gs.20 
5th payment of principal 50 ;00 
1 month interest on $400 2.00 
Total payment 52.00 
6th payment of principal 90.00 
1 month interest on $350 Te 
Total payment 91.75 
7th payment of principal 00.00 
1 month interest on $300 1.50 
Total payment BL. D0 
8th payment of principal 90.00 
1 month interest on $250 1.25 
Total payment 51.20 
9th payment of principal 50.00 
1 month interest on $200 1.00 


Total payment BL. 00 


00,08 # 


. 


00.08 


:awoL fot as 5 20, A oe od biuow ‘ay san ag 9 08 
aworied bag 180 ‘blo ahtidhaieacanane: . 

edt of inoayeg end piite. . ol ay 
Laupe oviewt at ‘ston end etebtupts ott au telseb 
ta teoxet at eit: esiq dine Ricks veq Ifiiw. od etaomyeg | oe T 
- RO Yo ogee ont c 


——_ ‘to libel me 


as Sag 
7 oe pee to 


Tooayeq fator ail 


ag Laseha to wi | 
ao tectvetar y 
iecyeg fat we i ge 


aot} te Tee SL ahs Beg ee ost 


re, oe Sonne 


7. 
> 


10th payment of principal $ 50.00 
1 month interest on $150 7s 
Total payment 50.75 
llth payment of principal 50.00 
1 month interest on $100 -50 
Total payment 590.50 
12th payment of principal 50.00 
1 month interest on $50 25 
Total payment 50.20 


$19.50 Interest 
9.50 Insurance-(Fire and Theft 


$29.00 Total for $1,000.00) 
Finance cost, lst case $ 52.00 
Bank cost & insurance 29.00 
$23.00 


The saving is equal to 2.3% on the cash 
delivered price of the car. 
It appears then that if the purchaser has col- 

lateral on which he can borrow at his bank or if 
his credit rating is high enough so that his bank 
will loan him money without security, he is better 
off financially to arrange his own financing rather 
than purchase through a finance company. Further- 
more, if the borrower raises his money at his bank he 
can liquidate the loan more or less rapidly than as- 
sumed in the above illustration. If he was able to 
liquidate more rapidly the saving, of course, would 
be greater. In the case of purchasing through a fi- 
hance company he obligates himself to pay a stated 


amount per month for 12 months. If at the time of any 
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particular payment he finds himself in a position to 
prepay some of the outstanding notes he receives no 
advantage unless he pays all of the remaining notes as 
the finance companies do not allow customers to dis- 
count their notes unless they discount the entire unpaid 
‘balance. 

Failure to make a monthly payment when due means 
the repossession of the car either by the dealer or the 
finance company, with the consequent loss to the purchas- 
er of what he has paid in. Failure on the part of the 
purchaser to pay his note at the bank means confiscation 
by the bank of the collateral pledged. The bank deducts 
an amount sufficient to pay its claim and returns the 
balance to the customer. Under these conditions the 
purchaser has the car and a portion of his collateral. 

To the writer it seems very shortsighted to finance 
through a finance company if the individual can get 
credit at his bank. 

A great majority of the rank and file, however, are 
unable to obtain bank credit and as banks will not take 
chattel mortgages on automobiles and other similar 
articles, such individuals are left to the mercy of the 
finance company if they insist on purchasing such 


articles. 


- J PY 
uy ie 


ot soldieog s ai tisamtd ebait of tnemn ¢ mel 43 
es sevon giinissiot ef to Ils eyeq sd esol si ged 
~elb od exomotevo wolle tom of aei sqmi08 
Slegns eritas edt Snvooeib yedt cool estou sues sae 
schists soil nite. <eaeuld ddan deal | 
eit to telaeb oxi? yd todsie 480 ect to soleaezeoge edt 
-sasorsg edd o¢ eeol taeupeence elt itiw ,Yasqmos consntt 2 7 
eit Yo tsd edt oo ewlist .at 5isq ead od tite tm . GS 
Goivsecitnco esem aasd end ds even sid yaq oF xoaeriomug . 
‘stoubed xued od .bogbedq Lerstsleo edt to Anes oft yo 
eid enwivet bus misio eti ysq ot tastoltive tnuome 2 
edt anoitibucoe seers tobi tomoteso oft of eons iad 
-fsietelloo ei to acitiog s bits 129 oft eed recadomwg 


soienit of Setdgiataode yrev eneee tt tod bow odt at “ oa 7 
deg mad Leubivibat og 2 Yieqmco Ssonsmtt 2 duos . . 
insd eld 38 ttbexo di 
ems ,tevewoi .ciit bas ansa edt to -yitotam ‘jaemy A wees , e 


exist fon [tw exnsd es bas tibeto ined aistde of efdeny - 
ae ee » 95 i 

selisite tedvo ins selidometss go segegtioa Letseilo yey 

eds to yotem sid ot Ftel ets Slaubivibat cope eefotias a . 


ove guiesadoug so telent yes tt a 


THE TWO METHODS OF PROTECTING THE DEALER 


There are two common practices in use by which the 
dealer or finance company retains title or a lien on 
the property: 

The first method is that of the lease. The buyer 
Signs a lease whereby it is agreed that title remains 
in the hands of the vendor until the vendee has fulfilled 
the terms of the agreement, namely, fully paid for the 
merchandise. The lease is executed upon payment of a 
small initial sum and provides for periodic payments over 
a period of time until the entire obligation is liqui- 
dated. The lease further provides that in the event 
the vendee defaults any payment or payments, the vendor 
may enter upon the premises and repossess the merchan- 
dise, whereupon the vendee forfeits all amounts paid, 
subject, of course, to the law of the state in which 
the transaction takes place. It is further provided 
that the vendee shall properly care for the property, 
shall not move it from the premises without the consent 
of the vendor, and shall not allow other parties to 
obtain a lien on the property without notifying the ven- 
dor of such procedings. In case of theft of or damage 
to the property, the vendee shall still be liable to 
the vendor for the full amount of the contract. In case 


of default of a payment by the vendee, the whole amount 
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shall become due and payable at once. 

As a matter of practice, many firms are rather 
lenient with customers in the matter of repossessions. 
The usual practice is to make many attempts to collect 
overdue instalments before proceding with repossession. 
Repossession usually means reconditioning the merchan- 
dise and then finding another customer, and if there is 
any possible way of getting the payments from the orig- 
inal buyer, the vendor prefers such procedure. 

The second method is that whereby the chattel mort- 
gage is used. This is the procedure used by automobile 
dealers and finance companies. The dealer sells a cus- 
tomer a car, the customer taking title thereto but is- 
suing a chattel mortgage on the car to the dealer. A 
"down payment™ is made at the time of the sale and notes 
are signed for the balance. These notes usually fall 
due at intervals of one month. The dealer in turn trans- 
fers the notes and mortgage to the finance company with 
which he happens to be doing business, receiving the 
money therefore. Thereafter the notes are presented by 
and payment made to the finance company. As in the case 
of the lease, failure to pay a note means foreclosure of 
the mortgage and a demand for full payment of the bal- 
ance due, and failure by the vendee to make the payment 


as demanded means repossession of the car. 
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THE RISE OF INSTALMENT SELLING 


Professor Seligman, in his book "The Economics of 
Instalment Selling," says that instalment credit is as 
old as credit Ltonlia Certain it is that practices 
that we now call instalment selling have been in exist- 
ence for many years. Take, for example, the man who 
has bought a home through the aid of a co-operative bank 
or a building and loan association. He has, in reality, 
been paying for the property by instalments. And this 
practice has been in effect many years. But it has never 
been thought of as instalment buying, as we think of the 
term today. 

Prior to the World War, certain products, such as 
furniture, sewing machines, pianos, typewriters, etc., 
were sold on an instalment plan. But the great increase 
in the system has come since the war. Now, instead of 
a few scattered articles, practically everything can be 
purchased by a plan of deferred payment, including 
articles of wearing apparel, and personal adornment. 

The extent to which instalment buying has developed 
is well summarized, I think, in the following extract 
taken from an article entitled, "Some Hard Facts on 
Hasy Payments," by John G. Lonsdale, president of the 


National Bank of Commerce, St. Louis, Missouri, which 
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appeared in Printers Ink, January 13, 1927: 

"Anything from baby carriages to shrouds covering 
Heinz ‘fifty-seven ages of man' is obtainable on the 
deferred payment plan nowadays. The only limitation is 
that life is brief and time so fleeting that the fiddler 
is not always paid.” 

Mr. Lonsdale says further of instalment selling: 
"It's like a cigar; if it's good, everyone wants a box; 
if it isn't, all the puffing in the world won't make it 
go.” 

Many reasons have been given by many people in ex- 
planing the phenomenal growth of this type of merchan- 
dising. However, it is the writer's opinion, with 
which opinion I think many will agree, that the greatest 
contributing cause to the meteoric expansion of instal- 
ment selling has been the advent of the so-called 
finance company. Reference has already been made to 
this type of organization and more will be said about it 
in subsequent pages. There are, however, to my mind two 
other very tangible cause which have contributed to this 
expansion since the World War, both of which are econonm- 
ic and social. 

In the first place, the increase in real wages, and 
the increase in leisure time of the laboring classes has 
tended to raise the standard of living of these people. 
This change in the standard of living, superficial though 


it is in the eyes of some, has brought the desire for 
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luxuries heretofore denied to those of limited means, 
and their desires have been met through the medium of 
“easy payment buying”. 

Secondly, I am convinced that the Eighteenth Amend- 
ment to the Constitution of the United States has con- 
tributed in no small measure to the increase in buying 
on instalments. The contents of many pay envelopes 
which were formerly dissipated over the bar are now used 
to make weekly or monthly payments on articles purchased 
on the deferred payment plan. 

In any event, there is no doubt but what many 
people are availing themselves of this modern method of 
purchasing with the idea that if the initial payment can 
be made, some way will be found to meet subsequent pay- 
ments. 

Distributors have done everything in their power 
to induce prospective customers to take advantage of 
"the easy payment plan". In many cases the advertising 
features the ease with which the purchase can be made 
rather than the quality or utility of the article. 

While instalment buying is by no means confined to 
the poorer or so-called laboring classes, it appears 
that the majority of such selling is to people of this 
class. In an article entitled "Pay While You Chew", 
appearing in Commerce & Finance, August 17, 1927, Mr. 


W. P. Hazlegrove comments as follows: 
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"While instalment selling is truly no longer 
limited to the poor, nevertizless the major portion of 
it is done by this class, especially in the field of 
the less expensive goods, such as phonographs, washing 
machines, jewelry, clothing, gas stoves and farm equip- 
ment. The increasing competition for the consumer's 
dollar to hold up the volume lessens the down payment, 
increases the payment period, and sales are made to 
ever poorer and poorer people. 

"A recent survey in a city of 60,000 showed that 
40% of the families in the poorer part of town bought 
on the instalment basis, 25% of the middle class bought 
in this manner, and only 5% of the well-to-do families 
use the system." } 

While these statistics are not necessarily conclu- 
sive, it seems fair to assume that, granting that the 
city referred to above is a typical American city, it 
shows the general tendency of the poorer classes doing 
the majority of the instalment buying. 

Furthermore it is, I think, fairly obvious that 
this group of buyers possess no reserve funds and must 
therefore resort to deferred payment plan, paying the 
premium therefor,, or get along without the goods. On 
the other hand, the middle and well-to-do classes 
usually possess some reserve and hence are not as de- 


pendent upon the system of deferred credit. 
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There are various estimates appearing from time 
to time as to the annual volume of instalment buying 
in the United States. And, of course, accurate figures 
would be more or less difficult to obtain. From such 
information as is available, however, it seems that at 
the present time at least $6,000,000,000 of retail 
goods are purchased annually on the instalment plan in 
the United States, and the volume is continually rising. 
These figures probably represent about 15% of the total 
annual retail sales. 

The increase in volume of instalment buying seems 
to be largely in the purchase of luxuries. The 1928 
World Almanac in its financial and economic review of 
1927 states:+ 

"While the public has not been extravagant in its 
purchases of necessities, it has been less careful in 
its buying of luxuries, which after all, under modern 
standards of living, may almost be designated as neces- 
sities, too. The public has developed the peculiar 
habit of buying its necessities for cash and its luxu- 
ries on credit. The policy is widespread of instalment 
buying of motor cars, radios, pianos, and of other 
articles not strictly necessary to the household but 
which contribute very greatly to the enjoyment of life-- 


therefore, to happiness." 
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The argument is frequently advanced that deferred 
payment devices increase the volume of sales, thereby 
increasing production, reducing production cost and 
hence reducing the cost to the consumer. The writer is 
unable to see the logic in this argument. The purchas- 
ing power of the people as a whole is®fixed amount, or 
the total of their earnings. If articles are purchased 
on deferred credit, somebody must bear the expense of 
that credit, and that somebody is none other than the 
consumer. The amount which the consumer must pay for 
his credit reduces his purchasing power by that much 
and the actual cost of his goods to him is increased. 
If the consumer's purchasing power is reduced, obviously 
the volume of sales is reduced, or perhaps more accu- 

rately stated, a portion of the so-called volume of 
sales is in reality payment for credit privileges ex- 


tended. 
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DO THE RESULTS JUSTIFY THE METHOD? 


During the last few years, many articles have been 
written on the "pros" and "cons" of instalment selling. 
Nearly all types of magazines have printed at least one 
article on the subject. But up to date there does not 
seem to have been much unanimity of opinion. Those di- 
rectly interested, such as manufacturers, have attempted 
to justify the system by the ends obtained. Others have 
endeavored to show that the whole procedure is economic- 
ally and socially wrong. It is not the purpose of this 
treatise to enter into an extended academic discussion 
of whether the practice is sound or unsound economically, 
but rather to point out some of the pitfalls and dangers 
of such procedure as well as to call attention to some 
of the so-called virtues. In the long run, "the proof 
of the pudding is in the eating", and as yet the system 
of very extensive instalment selling has not been up and 
down both sides of the business cycle. 

Opinion seems to be practically unanimous that in- 
stalment purchasing of productive goods is sound and 
in general advantageous. For example, the purchase of 
a dwelling through a co-operative bank or a building 
and loan association, or the purchase of machinery or 
other equipment on a deferred payment plan. Assets such 


as these have a long life and produce income which it is 
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hoped will liquidate the debt. The great expansion in 

this type of buying, however, has been in the purchase 

of luxuries or non-productive goods and there is by no 

means any unanimity of opinion as to the wisdom of such 
procedure. 

Officials of The National City Bank of New York, 
in commenting on instalment buying in Commercial Ameriea, 
May, 1926, made the following statement: 

"It is evidently true that there has been a very 
considerable increase in the use of the instalment sys- 
tem in some lines of trade, and many important questions 
are raised as to the effects. There is a large body of 
responsible opinion which regards this growth as a ser- 
ious menace to our prosperity and condemns it in sweep- 
ing and emphatic terms. [Illustrating this point in view, 
we quote as follows from an address delivered by A. L. 
Mills of Portland, Oregon: 

‘Can anyone view the vast expansion of 
retail credit throughout the country 
with other than a alarm? High pressure 
salesmen are striving to crowd two years' 
business into one, and so long as the 
deluded purchaser can be persuaded to 
sign on the dotted line, the time limit 
is inconsequential. 

*What's the result? Wage earners are 


mortgaging future earnings for the gra- 


tification of present-day pleasures 
without thought of the morrow that may 
bring with it sickness or unemployment. 
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"The Federal Reserve Bank of Boston 
reports that instalment accounts out- 
standing in November last were 110 per 
cent above those of the preceding year. 
How elsewhere? The public charities 
officials in the vicinity of the Twin 
Cities -- St. Paul and Minneapolis -- 
have reported unofficially an increase 
in the number of charity applicants who 
have come to grief through instalment 
buying. From Philadelphia, The Farmers 
Loan & Trust Company reports that it 
appears that 85 to 90 per cent of all 
furniture, 80 per cent of the phono- 
graphs, 75 per cent of all automobiles 
and washing machines, 65 per cent of 
all vacuum cleaners, etc., etc., are 
sold on the instalment plan.'* 


The statement of the bank officials goes on fur- 


ther to state: 


"In our own view of the instalment system, when 


properly safeguarded, it has a legitimate place in our 


own financing system. It has been going on for decades 


and will go on in the future. It has been long common 


in the 
and in 
thrift 
income 


value. 


sale of real estate, particularly house property, 
such cases has always been regarded as an aid to 
because it pledged a certain part of the debtors' 
by the acquisition of property of permanent 


The plan plainly is above criticism when so used, 


and perhaps there is no better test of it than that it 


shall be employed for the acquirement of something that 


shall have permanent or productive value, or at least 


not interfere with the accumulation of savings in such 


forms. 


It is a basic principle of sound finance, for 
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individuals, as well as for corporations, that something 
shall be set aside out of the current earnings with 
which to meet the emergencies or opportunities of the 
future. Life insurance is instalment buying of the same 
character as that used in buying a home, and the two may 
well go together. 

"Where the use of instalment credit represents the 
extension of a convenience in buying to persons of es- 
tablished credit, there will be little about it to criti- 
cize. When it occurs in the purchase of things that are 
not productive in themselves and that rapidly become 
less valuable with use it is particularly important that 
the person who buys on the instalment plan should have 
the income he pledges assured to him for the time he is 
committeed. Few can have this assurance very far ahead, 
so that the element of time becomes a yard-stick by 
which safe and unsafe instalment buying may be measured. 
When forced beyond the safety lines by sales pressure it 
constitutes an overexpansion of credit with consequences 
the same as result from overexpansion of credit in any 
other form. Such overexpansion is a violation of sound 
credit practice and it is these violations that we must 
be on the lookout for." 

In an article entitled "Some Hard Facts on Easy 
Payments" by John G. Lonsdale, president of The National 


Bank of Commerce, St. Louis, Missouri, appearing in 
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Printers Ink, January 13, 1927, Mr. Lonsdale says: 

"It appears to me only fair-minded reasoning that 
working people are as entitled to use their earning 
capacity for the reasonable extension of their happi- 
ness as a merchant is to borrow on the anticipated earn- 
ing power of his business enterprise. 

"Consumers' credit is no more vicious than any 
other form of credit, but, being for the most part in 
new and sometimes inexperienced hands, it has suffered 
abuses." 

It seems to me that the question is not so much the 
right or wrong of instalment selling as it is a matter 
of overexpansion of such merchandising methods. 

Present-day competition is so keen that dealers 
frequently deliver goods on a too small initial payment 
and extend the credit over too long a period. The buyer 
many times is deluded by the small payment required to 
obtain the article and forgets the future payments, 
which may bring him to grief. The dealer is often doing 
a customer more harm than good by extending the credit 
over an unusually long period. Payment in full should 
be made before the article has served its entire useful- 
ness, as paying for a "dead horse" leads to discontent 
on the part of the buyer. 

The writer was informed of the following case re- 


cently which to his mind illustrates very clearly the 
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over-extension of instalment credit. An electric power 
company being desirous of selling a certain family an 
electric flat-iron, because of the additional power such 
a device would use, finally made a deal whereby they 
were to instal a receptacle for the iron, a kitchen light 
fixture, and furnish the flat-iron at a price of thirty- 
six dollars. The terms were one dollar down and one dol- 
lar per month until paid for, a total of thirty-six 
months or three years. The company justified the deal 
because of the additional electric current they would 
sell. To me it seems that a person requiring three years 
in which to pay a thirty-six dollar charge is not even a 
fair credit risk, but rather a poor one. 

Again quoting from Mr. Lonsdale's article in Printers 
Ink, January 13, 1927:1 

"Tt actually is on record where an autoist, riding 
in a car that carried mortgages like spare tires, was 
forced to buy eggs from his grocer on credit and resell 
them to buy gasoline for the instalment chariot." 

Any procedure such as the above is both economically 
and morally unsound. This does not condemn the whole 
system but certain it is that wholesale expansion of in- 
stalment credit to the extent described by Mr. Lonsdale 
would shake the very foundation upon which "the house of 
easy payments" stands. 

I recently received through the mail a booklet from 


an instalment house located in one of the larger middle 


lngome Hard Facts on Easy Payments," John G. Lonsdale 
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western cities. I quote from their order blank: 

"IT enclose deposit on my order listed on the oppo- 
site side, which I understand will be sent to my home 
on trial. If I return these things at the end of the 
trial period, you will refund to me my deposit and all 
freight charges and hauling costs that I may pay. If I 
keep the goods, the balance is to be paid according to 
your Easy Credit Terms shown on the other side. Title 
to remain with you until complete payment is made. 

This order being subject to your acceptance." 

At the bottom of the order blank the following ap- 
pears: 

"PLEASE ANSWER THE FOLLOWING QUESTIONS FOR OUR RECORDS 
The information you give below will be kept strictly 
confidential. We will not write to your employer or 


references. If married, answers to questions below 
should apply to husband. 


Have you ever bought ; Occupation? : Age of 
from us before? : What are your earnings : Man? 

Are you still making : each week now? : Age of 
payments to us on a _ : How long with present ;: woman? 
former account? : employer? ; How many 


White or Colored? : Employer's name: : children? 
Do you rent, own, or board? : 


If you have not lived in present town a year, give name 
of town where you have lived a year Or MOTE. cococeccseee 


If you have moved since you last bought from us, give 
your old address. eeoeeeeseeeeeveereeeveeeesvseseeeveaeeseeeseeeeeee eee ee 


If you wish, you may write something additional about 
yourself. 


THIS IS THE ONLY PAPER YOU FILL OUT -- LIST YOUR ORDER 
ON THE OTHER SIDE. " 
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The terms of payment are stated as follows: $1.00 
deposit brings up to $30. worth; $2.00 deposit brings 
up to $40. worth; $3.00 deposit brings up to $50. 
worth, and so on with the down payment on an order for 
$400. worth of merchandise being $55.00. All orders 
under $5.00 must be paid for in cash. Payments are de- 
ferred from ten months on purchases of ten dollars to 
fourteen months on a four hundred dollar purchase. 

The booklet of this concern lists articles all the 
way from toys to furnaces, including clothing for all 
members of the family. 

Merchandising in this way is obviously very expen- 
sive with the result that a very heavy mark-up must be 
put on the goods and the buyer is generally the victim 
of the excessive prices for inferior goods. Furthermore, 
many of the articles listed in this catalog will have 
depreciated to a point of practically no value before 
the payments are completed. 

I do not believe that extension of instalment credit 
on any such basis as that outlined above is sound econo- 
mic procedure. It seems rather like another method of 
duping the wage earner into paying excessive prices for 
his goods under the guise of “easy payments”. 

Since the wide expansion of the instalment selling 
system the United States has not been confronted with a 


serious economic depression. Should such a depression 
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come I am very doubtful whether our present extensive 
system of retail credit could stand the strain. Pay- 
ment of maturing instalments obviously depends upon the 
buyer having an assured future income. Nothing is much 
more uncertain than an assured future income for the 
Wage earner. Many things may happen to decrease or wipe 
out his earnings which will mean inability to meet pay- 
ments; for many persons, probably a majority who buy 
on instalments, have no reserve with which to meet obli- 
gations in case the income ceases. It seems then that a 
serious economic depression such as occured in 1893 or 
1907 would find the country with a tremendous volume of 
frozen credits, necessitating heavy repossessions of 
goods, which in turn would probably spell ruin for many 
dealers and manufacturers. If the buyers cannot pay, 
it is the dealers and manufacturers who must "pay the 
fiddler." 

Of course, many claim that we can never again ex- 
perience such depressions as those of the past, but 


time alone can prove or disprove such a clain. 
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THE FINANCE COMPANY 


With the development of instalment selling ona 
large scale, it became necessary to seek additional 
methods of raising capital to finance the production 
and distribution of the goods. The merchant being 
expected to pay for his purchases in from thirty to 
ninety days found himself in need of greatly increased 
amounts of capital to meet his obligations as sales 
made on the instalment plan were liquidated slowly. 
Credit being extended on deferred payment sales from 
six months to two or three years the merchant found it 
next to impossible to pay his creditors promptly from 
the instalment payments and hence was sorely pressed 
for additional capital. On the other hand the manufac- 
turers and jobbers were faced with the necessity of pro- 
curing prompt payments from their customers with which 
to finance the manufacture and distribution of goods 
to retailers, or procure additional capital from out- 
side sources. The peeing of additional capital is 
not always easy -- in fact, in the majority of cases it 
may be exceedingly difficult. 

Commercial banks were not inclined to loan dealers 
money on instalment notes of retail customers. The 
function of the commercial bank has been and still is 


to furnish working capital for manufacturers and dealers 
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through the medium of short time loans. Their function 
never has been and should not be to finance purchases by 
the consumer on long time credit. Such procedure 
would reduce too much the available loanable funds of 
the banks and collateral pledged against such loans 
would not ordinarily be eligible for rediscount with the 
Federal Reserve Banks. The banks being thus shut off 
from replenishing their loanable funds would find then- 
selves possessed with collateral of doubtful or slow 
liquidity, thus preventing them from functioning in 
their true role of commercial banks. 

In the early days of instalment selling, when such 
procedure was confined principally to articles of a 
' comparatively high retail price with a high rate of 
mark-up, many dealers were able to finance the business 
themselves, due probably to two principal reasons: 
namely, the ability of the dealer to get extended credit 
from the manufacturer, and secondly, because the instal- 
ment sales represented a comparatively small part of 
the total volume of sales. 

However, even then there were cases of dealers who 
were "forced to the wall" because of their inability 
to finance their instalment sales. Prior to the out- 
break of the World War, the writer was employed for 


several years in the sales department of one of the larg- 
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est manufacturers of domestic sewing machines in the 
United States. The manufacturer did no retail business 
except in isolated cases where there was no dealer in 
the immediate vicinity of the prospect. Under such con- 
ditions the manufacturer would sell a machine direct on 
a “cash with order basis." The method of distribution 
by the company was through a series of branch offices 
to dealers in the various communities. These sales to 
dealers were made on open account with the usual terms 
of sixty days net with a cash discount for payment in 
thirty days. In some special cases the terms of credit 
were extended. 

Some of the dealers sold machines on an instalment 
basis, but in many cases sewing machines comprised only 
one line of many lines of merchandise carried and the 
receipts from other lines financed the instalment sale 
of sewing machines. The Company, however, had several 
dealers in the larger cities who were doing a large 
volume of business. These dealers for the most part 
confined their efforts to the sale of sewing machines, 
pianos, phonographs, and other musical instruments, all 
of which were sold on instalments. 

While I was in the employ of the company referred 
to above, two of their largest dealers found themselves 
in financial difficulties owing to their inability to 
raise capital with which to finance theiz instalment 


sales. The manufacturer had allowed the dealers in 


eds ai cenidogm aneeee oiteamed to. ed 
geen laud Lister om Bib somtostunem ed? wesenve betta 
at seLeed om Baw steds orecw eeano Oe, iene; 
“i100 dove 19 Sn  Foeqsoig ent to vtiatoty Tet bs ; 
no teextb enideem a £leoe bivow xowuitod tunaat ait ano edah 
moisudiateib to boiltem off 7 -ebeee: Ricala ey eso" 
eeoltte ionsid To esiten s sguoutt asw ysagmioD eat x 
ot selse seeiT .2eit inumnoo asoltsy exit at saedpe’. 98 
amet Leyes odt dtiw tmC00s Tego fo ebsst orew: aeleeb 
ai toomyeg tot tnvoce ts dese a d#iw ten eysb Wate Io 
tib5bero to emret edd eoeeso isioege ence al -eyeb ywulds 
fasaledens 8 m0 agnidosm Sloe exétseb eit To ons 


sel 
rg 


yino hesitgqmoc eenidoag armen asaso Yilsm ai gud .etesd 
edd bas beiatso o2 Lhaedotem to esnti yea to enil 9210 
eiss tnenlevant edt beonsnit sentl ‘zedto wort eiqievex | 

faseves bad ,zevewod ,.Yaeqaod ed? 6. senidosm galwes. to 
egisi s gnxteb stew odw esitio togiet ent at whiner 
rq teom oft tot eteiseb oxen? -eeonieud 19. ‘eau Lov 
eenidean auiwee to else edt ot ettotte tient beat tn0e 
ila ,etneawiteni feolaum tedde bas .edqeugonodg ,someig 
»etoomisteni so Sloe exew Ghper 

betisiet yuegmoo eds to yolqme edt at eew I ole | 
asvloamsit bayot atelseh teegisl tiedd to owe rede, ot 
o8 wt iident spent ov “aatwo 2014 1v083 3 isio 


aS a a 


29. 


question extended credit in the hopes that the dealers 
would be able to liquidate the debts. Things went 
from bad to worse, however, and the manufacturer was 
finally obliged to accept an assignment of the sewing 
machine instalment leases of these dealers. 

The manufacturer found many of the leases had been 
outstanding longer than the prescribed time ahd collec- 
tions were extremely difficult. The outcome was, of 
course, many repossessions which are always expensive. 
The company had no organization built up for collecting 
this type of accounts, which made the collection more 
difficult. Everything considered, it was an unprofit- 
able and unpleasant experience but it showed the need, 
even with a limited volume of instalment selling, of 
devising some method of helping the dealer finance such 
sales. 

As the volume of instalment selling began to in- 
crease rapidly, the need for some sort of a financing 
device became more acute, and "necessity being the moth- 
er of invention," the necessity gave birth to the so- 
called finance company. 

Professor Seligman states in his book, "The Econo- 
mics of Instalment Selling" that, “the first credit 
company dealing with the assignment of receivables 
under the non-notification plan and with the issue of 


collateral notes against the deposit of such receiv- 
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ables was due to two gentlemen, John L. Little and 
arthur R. Jones, in 1905."4 

It seems, however, that the plan worked out by 
these men was for the purpose of purchasing open cur- 
rent book accounts from various dealers and manufactur- 
ers. Presumably the “slow" accounts were the ones sold, 
the dealer being obliged to accept a discount on them. 

While this plan is undoubtedly one of the fore- 
runners of the present-day finance company, the plan of 
operation is somewhat different. 

"The business of lending on instalment papers seems 
to have developed first in connection with the canning 
industry in Indiana and Wisconsin. The bulk output of 
tomatoes, corn, peas, and other products was at that 
time contracted for in advance by the wholesale merchants 
of the county. It was customary at that time for the 
wholesale merchant to take 25 per cent of his order as 
soon as it could be delivered from the canneries and 
make payment therefor within ten days. The next 25 per 
cent he was to take in ninety days, the next 25 per 
cent in six months, and the final 25 per cent of the 
year's pack was to be taken and paid for in nine months. 
The National Trust and Credit Company bought these con- 
tracts, took over the merchandise with which to fill 
them, paid cash, and accepted payments as provided in 


4 Vol. I, Pages 35-37. 
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We find that in 1907 the Morris Plan Bank was or- 
ganized, and this organization now has many branches 
throughout the country. Their plan is to loan money 
to individuals who have no security to offer and hence 
cannot borrow from the commercial banks, the loan to 
be repaid with interest in instalments. The borrower 
must secure two responsible indorsers for his note. 
While the money thus borrowed may be used for the pur- 
chase of merchandise, technically the goods are not 
purchased on the instalment plan. 

In commenting on Morris Plan Banks, Professor 
Seligman makes the following interesting statement:1 

"What is of especial interest to us is that from 
the very beginning of the Industrial Finance Corpora- 
tion, credit was not infrequently granted to the bor- 
rowers in the Morris Banks in order to facilitate the 
purchase of automobiles. The year 1910, therefore, 
marks the inception of automobile instalment sales. 

It is interesting, however, to note why this method 

was abandoned at the expiration of the first year. The 
officials who investigated the person condition of the 
would-be borrower observed that this new-fangled de- 
vice was really at the time a luxury. In view of the 


current opinion of the day, they could not but depre- 


1 "The Economics of Instalment Selling" - Seligman, 
Vol. I, page 37. 
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eate loans for mere luxuries. Although Mr. Morris did 
not quite agree with this, he gave way to the criticisms 
of his associates and thus the promising experiment of 
instalment selling in automobiles was discontinued." 
The outcome of these early experiments has been 
the development of the modern finance companies. Vari- 
ous estimates place the numper of these organizations 
at between 1,500 and 2,000. There are so many small 
and in many cases locally operating companies that an 
accurate estimate of the number in the United States at 
present is difficult to obtain. Suffice it to say, 
however, that the number of such concerns has increased 
by leaps and bounds in the last few years. There seems 
to be practically no difficulty in obtaining financing 
for legitimate instalment selling at the present time. 
The modern finance companies may be classified in 
several ways, i.e., as to types of business financed, 
as to geographical localities in which they operate, 
as to method pursued, etc. Many companies are organ- 
ized for the purpose of financing the sale of the pro- 
ducts of a specified manufacturer, as the General Motor 
Acceptance Corporation which finances only products of 
the General Motors Corporation. Others are organized 
for the purpose of financing only sales of a certain 
kind of product, for example: automobiles. The activi- 


ties of some finance companies are nation-wide, while 
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others are organized to furnish financial assistance in 
a specific locality. 

It seems to me, however, that the most important 
difference between the various companies is in the 
method used in doing business. Some companies, probably 
the majority, operate on the recourse plan. That is, 
the finance concern requires the dealer to indorse the 
consumers' notes before they are turned over to the fi- 
nancing corporation and in case the purchaser defaults 
payment the amount is collected from the seller and he 
must make the repossession. This method, of course, 
gives the financing companies additional protection and 
cuts down their losses. 

Under the non-recourse plan, the financing company 
takes the paper of the purchaser with a non-recourse 
indorsement, which means that in case of default of 
payments the finance corporation has no claim against 
the dealer, but must make the repossessions itself. 

This method, increasing as it does the risk taken by 

the finance company, results in a higher finance charge, 
which charge must be paid by the purchaser of the goods. 
The interest rate in such cases sometimes runs as high 
as twenty-five per cent. The minimum charge which is 
used by some of the better protected recourse companies 
is about eight per cent. These charges are not known 


to the "trade" as interest charges as the companies 
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might run afoul of the usury laws in some states. They 
are referred to as carrying charges which term implies 
a charge for service as well as for interest. However, 
"a rose would be as sweet though called by another 
name," and regardless of what nomenclature is used in 
referring to the charges, the purchaser of the goods 
pays and pays well for the privilege of buying on a 
plan of deferred payment when the obligation is financed 
through a finance company. A study of the financial 
statements of some of the larger finance companies re- 
veals the fact that the system not only enables the 
purchaser to "pay while he uses" but also pours large 
earnings into the coffers of the finance companies. 

I find that some automobile dealers use two or 
more finance companies in financing their instalment 
sales. The dealer will have contacts with both a re- 
course and a non-recourse company. If he has faith in 
the ability of his customer to meet the payments prompt- 
ly, he will place the financing with a recourse com- 
pany, thus giving the purchaser the advantage of the 
lower carrying charges. If the dealer is a bit skepti- 
cal about the buyer as a credit risk, he will finance 
through a non-recourse company, thereby increasing the 
cost to his customer, but eliminating possible loss to 


himself. The purchaser is not in a financial position 
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to argue about the matter even if he realizes that he 
is paying a higher finance charge than is necessary. 
He is willing to “bear the tariff" in order to obtain 
the car. 

I do not believe such practices are sound, either 
economically or socially, but as long as non-recourse 
finance companies exist I suppose these abuses will 
continue. It is, however, to be deplored that a system 
exists which can be used to make the poor poorer. 

Regarding the losses suffered by finance compan- 
ies, John J. Raskob, former chairman of the finance 
committee of the General Motors Corporation, had the 
following to say:- 

"The depression of 1920-1921 came so soon after 
the formation of the General Motors Acceptance Corpor- 
ation that is experience can hardly be taken to repre- 
sent what may happen in another depression. The losses, 
however, on $96,407,000 of consumers' obligations pur- 
chased in 1919, 1920, and 1921, were $744,310, or only 
77/100ths of 1%. This is quite remarkable, consider- 
ing the fact that the whole organization was new at 
that time and much of this loss can be directly attri- 


buted to lack of experience. It is also interesting to 


lithe Development of Instalment Purchasing," a paper 
read by Mr. Raskob before the annual meeting of the 
Academy of Political Science held in New York City 
November 17, 1926. Reprinted and distributed by Gen- 
eral Motors Corporation by permission of The Academy 


of Political Science. Vol. 12, No. 2 of the Academy's 
proceedings. 
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note that this record was made in a period of deflation, 
during which very substantial reductions were made in 
automobile prices, thus materially affecting the value 
of our collateral. In connection with any period of 
depression or deflation it should be pointed out that 
the bulk of instalment obligations held at any time 
liquidates very rapidly, thus escaping the usual effects 
of a protracted period of depression; for example, of 
the total consumers' obligations held, 36% would be 
liquidated in three months, 64% in six months, and 85% 
in nine months." 

Mr. Raskob further states that from the inception 
of the General Motors Acceptance Corporation in 1919 to 
October 1, 1926, there were purchased $819,203,000 of 
consumers’ obligations and the credit loss to October 1 
on such obligations aggregated $1,117,706, or about 
1/7th of 1%. 

With regard to the dealer losses, Mr. Raskob states: 
"You will naturally ask what the dealer losses are on 
account of endorsement or guarantee of purchasers’ obli- 
gations. The General Motors Acceptance Corporation's 
service charge includes an amount that is credited to 
dealers as a reserve to cover such losses. Of course, 
our books show no detailed record of dealers' losses on 
account of endorsement or guarantee, but we do know the 


1 See note on page 35. 
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above-mentioned reserves are more than sufficient to 
protect them. Periodic examination of dealer accounts 
show this. For instance, a survey of over 368,000 con- 
sumers' obligations purchased by one of our branches 
from August 1, 1925, to July 31, 1926, aggregating over 
$22,000,000, shows that 271 cars were repossessed and 
that dealers' losses on said cars were less than $5,000 
up to that date." 

As Mr. Raskob stated, the experience of his company 
was not sufficient to determine with any accuracy what 
would happen in case of a severe economic depression. 
And therein lies the great question mark regarding in- 
stalment selling. While Mr. Raskob pointed out how 
rapidly the instalment obligations liquidate, the ques- 
tion arises in my mind as to whether or not these ob- 
ligations would liquidate according to schedule ina 
period of severe depression and unemployment. 

The General Motors Acceptance Corporation being 
one of the largest if not the largest of the finance 
companies in the United States, as well as accepting 
nothing but recourse paper probably has a low a percent- 
age of losses as any company. I have been unable to 
obtain any reliable figures relative to losses of non- 
recourse companies but undoubtedly their percentage of: 
loss is higher which is partly covered at least by the 


higher finance charge collected. 
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Mr. Arthur W. Newton, vice-president, First National 
Bank, Chicago, in an article entitled "Who puts up the 
Money for Instalment Selling," appearing in System, June, 
1926, quotes the following statistics regarding reposses- 
sions of automobiles sold on the instalment basis. Mr. 
Newton states these statistics were gathered by the secre- 


tary of the National Association of Finance Companies: 


Repossession Ratio 


New Cars 
The Down Payment Repossession do 
1/3 cash down 1-3/4% 
1/4 cash down 3-4/5% 
24% or less cash down 11% 
Used Cars 
40% cash down 3 % 
36% or less cash 6-1/6% 


Average losses on repossessed cars: 


12 monthly payments ¢ 5O 
16-18 monthly payments 78 
More than 18 monthly payments 220 


Repossession Loss Ratio 


New Cars 
, 24% or less 
Monthly Payments 1/3 cash down 1/4 cash down cash down 
12 months 163% 56% 1.041% 
16-18 months 254% 563% 1.625% 
More than 18 months - 716% 1.587% 4.583% 
Used Cars 
Monthly Payments 40% cash 56% or less cash 
12 months 536% 1.100% 


More than 18 months 2.537% 4.840% 
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Mr. Newton quotes further from resolutions adopted 
by the Association of Finance Companies: 

1. Minimum down payment on new passenger cars shall 
be not less than 33-1/3% of cash selling price, or 30% 
of time selling price including accessories and equipment 
at the point of delivery, and on used cars not less than 
40% of cash price, or 37% of time price. 

2. Maximum maturity of instalment paper covering 
new or used passenger cars shall be 12 months payable in 
equal monthly instalments. 

3. Finance companies shall furnish their deposi- 
tory banks from time to time with a financial statement 
certified by a pecngnined certified public accountant, 
together with replies to the following questionnaire 
and other information that the banks may request of 
them." 

It seems from the above that insofar as the instal- 
“ment selling of automobiles is concerned it seems neces- 
sary to increase the down payments and decrease the num- 
ber of montly payments in order to curtail losses. 
However, within the last year or two the opposite has 
been true, lower down payments have been accepted and 
an increase in the number of down payments granted. 

What is true of the automobile industry in this 
respect is undoubtedly true in the case of other commo- 


dities. But with the increasing competition the down 
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payment is becoming ever smaller and the deferred 
credit ever longer. It would seem that this is one 


of the danger signs of the system. 
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WORKING CAPITAL REQUIREMENTS IF DEALER FINANCES HIS 
OWN INSTALLMENT BUSINESS. 


Assume an article sells at retail for $150. 
Cost to retailer, $90; selling expenses, overhead 
charges, etc., $30; net profit, $350. Suppose 75 
articles are sold the first month; 125 the second 
month; 175 the third month; 225 the fourth and 
each month thereafter. Terms of sale $30 dow 
payment and $10 per month. Assume that the re- 
tailer's obligations must be paid within 30 days 
and that the selling expenses and overhead charges, 


étc., are all incurred and paid at time of sale: 


(Table follows on next page) 
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It appears from the foregoing schedule that the 
minimum working capital requirement would be $100,000 
assuming that all payments were received promptly and 
that creditors were paid according to terms. This 
makes no provision for a margin of safety to provide 
for slow payments, defaults, contingencies that may 
arise, etc. As provision should be made for such 
contingencies the actual working capital should be 
considerably more than $100,000. 

The average retailer would probably experience 
difficulty in raising this amount of working capital 
and hence must make arrangements for rather extensive 
credit if he is to maintain his volume of sales. His 
bank would probably not be interested in extending 
him a very large line of credit on the basis of his 
instalment notes as such loans lack the liquidity 
which commercial banks should demand. The retailer 
doing a large instalment business therefore welcomed 
the advent of the finance company which would dis- 
count the instalment notes for him thereby enabling 
him to increase his capital turnover and do business 


with a smaller amount of working capital. 
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TH FUTURE OF INSTALMENT SiLLING 


Will the volume of instalment sales continue to 
inerease in the future as it has in the past few years; 
will it "go ashore on the rock of depression,” and thus 
be greatly curtailed, or will it "hold its ow?" These 
are questions about which there is much speculation and 
a great deal of difference in opinion. Many are very 
optimistic about the future of the system, others are 
equally pessimistic. Who can foretell with any assur- 
ance? Time alone can answer. 

Consumers credit if properly used is probably as 
sound economically as any form of credit but the very 
nature of such credit seems to be such as to invite 
abuses and these abuses are aided and abetted by the 
ever increasing competition in retail merchandising. 

Mr. Walter E. Lagerquist in an article entitled, 
"Financing Instalment Sales," appearing in Systen, 
March, 1926, writes as follows: 

"Every sound form of credit with which American 
business has had experience has proved a boon to busi- 
ness when it was carefully and honestly administered. 
But the sound use of credit does not mean the extrava- 


gant use of credit -- quite the contrary. 


tage S21 


i 


DUIS TinwabAT City "0 IVE eat 
wi Ae 4 

of sunitaoo eelce snonistent to siaihee oat Lae 
ssq oft ok eat ti as ewtet end ak ry 
amit baa ",golze9exqeb to zocor omy m0 ososae 03” tt. ine 
i blow" FF {lin x petted ae Usseuy < 
tteivesgs doum el 9” cous sok ie fuods anc iv aeup. ots 
viey 9m2 Yas .aselaigo.at eonetetIif to Laeb tsexg 8 
exe eidto .weteye edd To exutut edi tuods oitelmitqe 
ees yas dtiw {[fletesot ase off olteimice 20g ¥Lleupe 
-tewans aso enole omif Teens 


beto utemuenol § .” 


pie 


es yidsdowg ef bee YLuegetg ti 2 
gibets to mrot yas as yilseimoncos basoe 
etivadr of af tove sd oF smees Jibsts foe to outer , 
ods ys betteds Sas hbebis eis eeands ezent bas 2eauce 


‘provom L[favet ai mot id 1S eqnoo gale esotoat eve 


wen tele: F< r ’ +e* OS eet +few ae i 
z fjiice eilolivis AS Bs ¢ SLUPTSSBa testis. . 2 as ran 
¢ 
‘) 

- a, > ~ me 2 v “ ~ > e 7 A 
moteya at guitseqgs .selee tuontsetenl gutonsalt" >. 
aE sea 1g 

a, 


wolfot es eet iaw -o8eL forse ‘ 
npoivtems doinw dviw Jibeto to arot brayos YISVa” .. ¥ 
_tend of dood 8 Devote esd eonetseqxe bed asd aeontaud 
viteonod hus yilvtewo esw $2 socw sees 


xtxo oft osom tom esob fibers 40 oa bowoe odd tua 


yistineoo edt etiup -- Tiber to sexy eit 


45. 


"Installment buying must accomplish a twofold pur- 
pose; 


1. The plan must increase sales and in the 
end increase profits for the merchant. 


2. The individual who mortgages his future 
income in order to obtain an immediate 
use of the goods or property must re- 
ceive some advantage. This must be 
either direct or indirect. 

"The test for the individual is the greater fitness 
for his job, together with a higher income. In this we 
must include anything affecting living conditions that 
increase his efficiency, and so results in a large fu- 
ture income. 

"The whole experience of American business has been 
one of mortgaging the future. It is sound practice for 
either the individual or business to mortgage its fu- 
ture income so long as the payments can be met as they 
mature and the future income has been increased. 

"Fundamentals to be considered in adopting instal- 
ment selling: 

1. Does character of product justify 

the use of the instalment plan in 
its sale? 

2. Life of the instalment contract 
should be within the life of the 
article sold. Complete payment 
should usually not exténd beyond 
one-third of the life of the con- 
modity.* 

In the light of Mr. Lagerquist's deductions, it 


seems as though instalment selling has been developing 
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along unsound lines in some respects; namely, in extra- 
vagant buying on the part of some, encouraged by high 
pressure selling and emphasis on the easy payments, in 
the reduction of down payments and in the increase in 
the total time required to complete the payments. 

In tabulating the results of a questionnaire sub- 
mitted by the writer to representative houses doing an 
instalment business I find that there is a difference 
in opinion as to whether the practice of selling low- 
priced merchandise is economically sound. Some will 
sell any of their goods on instalments, while others 
have established a practice of not selling merchandise 
on instalments which has a retail price below a fixed 
minimum. This minimum retail price varies with differ- 
ent firms from $30 to $60, depending on the house. The 
majority agree that they could not maintain their vol- 
ume of sales without the use of the instalment systen. 
However, while some department stores report that they 
could not maintain their volume of sales if the prac- 
tice was dropped, one of the largest department stores 


1 does a strictly cash business, hav- 


in New York City 
neither a system of charge accounts nor of instalment 
selling, and they apparently are increasing their busi- 
ness. 


My understanding of the matter is that this con- 


cern, be eliminating the selling expense of conducting 
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charge accounts and instalment sales, is enabled to 
give their customers the benefit of lower prices and 
thereby increase their volume of business. It would 
seem that other stores could successfully adopt the 
same policy. I believe there are many people now buy- 
ing on the instalment plan who could and would pay 
eash if by SO doing they could obtain a substantial 
price advantage. 

Senator James Couzens in an article entitled, 
"The Installment Buyer Worries Me" appearing in the 
Nation's Business, December, 1926, states that he 
feels that instalment buying is detracting from char- 
acter building of young people by make it so easy for 
them to obtain articles. He further states that in 
his opinion the future earnings are mortgaged so that 
the buyer does not have savings to use if opportunity 
offers. 

It seems there is food for thought in Senator 
Couzens! deductions. Most of us who lived before the 
age of easy payments have had the experience of saving 
for the purchase of some particular article and have 
had the satisfaction of seeing the object accomplished. 
Experiencing the sacrifice that goes with such accom- 
plishments no doubt is a factor in character building. 


The inculcation of the habit of thrift is certainly 
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not to be deplored. Many people feel that instalment 
buying tends to make the buyers more thrifty. While 
this may be so to a certain extent it seems to me that 
too many people pledge too large a portion of their 
earnings for payments on purchases of merchandise, in- 
stead of placing some portion of these earnings in sav- 
ings institutions. 

There is a tendency on the part of advocates of 
instalment selling to point to the increasing savings 
bank deposits and the increasing purchasing of life 
insurance as results of the thrift habit inculcated by 
the instalment systems. I am not convinced that the 
instalment buyers are the owners of the increased sav- 
ings deposits. The increase in real wages together 
with the Eighteenth Amendment to the Federal Constitu- 
tion has, in my opinion, contributed in no small way 
to the increased savings, as they have to the increase 
in the volume of instalment sales. 

It would not seem that because the volume of in- 
stalment sales and the total of savings bank deposits 
have increased concurrently we have any right to as- 
sume that either is the main contributing cause to the 
other. I have no doubt that many of the savings ac- 
counts belong to people who are not addicts of the 


dollar down and the dollar a week system. 
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In all probability instalment selling, like the 
poor, will be always with us. There will, however, 
no doubt be a stabilization of the system. Sellers 
will give more attention to the risk involved, down 
payments will probably be increased and the length of 
the credit period decreased, thereby eliminating the 
poorer risks and cutting down the losses both to the 
seller and the purchaser. The system, running as it 
has more or less rampant during the last few years, 
must be stabilized. Probably a sudden and serious de- 
pression would do more to effect this stabilization 
than any other one thing. 

Unless there is a continual and substantial in- 
crease in the total income of people buying on deferred 
payments, I do not see how the volume of instalment 
sales can increase indefinitely. Credit safety makes 
it unwise to allow the percentage of consumers' credit 
to consumers' purchases to increase beyond a certain 
point, hence when that point is reached I do not see 
how the volume of instalment sales can increase mater- 
ially unless the total consumers' income increases. 

While passing along one of the principal streets 
in Boston recently I noticed the following sign in the 
window of a jewelry shop. Surrounding the placard was 


an assortment of mahogany clocks. "Clocks reduced to 
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$6.75, payments 50¢ per week." I am of the opinion 
that the sale of such low-priced merchandise on an 
instalment basis is unsound, both economically and 
socially, and I cannot but feel that future stabiliza- 
tion of this system of merchandising will tend to dimi- 
nate the extremely low-priced goods from the list of 
merchandise that can be purchased on so-called easy 
re 
I cannot bring myself to believe that it is eco- 

nomically sound to allow any system of consumers’ 
credit to run unbridled and uncontrolled. Such pro- 
cedure would tend to break down the finer sense of the 
moral obligation on the part of the scrupulous as well 


as the unscrupulous. 
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THE ACCOUNTING PROBLEM 


While the general procedure of accounting for 
instalment sales does not differ materially in theory 
from the accounting for cash and charge sales, owing 
to the extended period during which payments are made, 
together with the possibility of repossessions of 
merchandise there arises the necessity of a differ- 
ence in the procedure of taking up the profits on the 
sale. While in the cases of cash or charge sales the 
entire profit is taken on the books in the period in 
which the sale occurred, it seems to be a more sound 
practice in the case of instalment sales to defer tak- 
ing up the entire profit until the goods are entirely 
paid for. There are four methods by which profits may 
be taken up, as follows: 

1. Calculate the total profit on the selling 
price, as is done in the case of gash or charge sales, 
taking up the entire profit in the year in which the 
sale is made. 

2. Allocate a portion of each instalment paid 
to profit and a portion to cost. The ratio used for 
such allocation is the ratio of the total gross profit 
to the selling price. 


5. Consider all instalment payments as a return 


i = 


tot galdmuooes ‘to eiuhesoty erenea ost onan” i 
omental fed vListroia TeTTLS som aeob one Soomtetent 
‘gaiwo ,eslae egiedo. ons dese tot yoid 
.ebsat ots av denrysd dolaw gutuup botise ebaedne eit ot | 
Jo enotaseeaogex to yYsilidizeog ase ddiw on 
-rettlib s to yWtesesen odd essita ered sal Sasdovem 
eft co etitotg ont qu yates? to eubeo0Tq odd at eone 
edt agise ogisdo to Heso To 89aB8e edt at eifdW .oise ” 


ak boixeq edd al niced odd so sextet al ¢itomw etitae — me. 
au 


Bbayos stom # ad of emoog tL ,botis00o ofse ont dobdw a 
<>. ge ee » 
-iet isteb of soisa tnemiatent to caso edt ait eottostg = = 


qistitae sts ebooy edd Lita titotg-exliae edt qu aat = 

yam attiozq doliw yd abodtem qwot ets eteiT .t0% Slag 

yawollot as .qu aedet ball 

gitfiee od¢ ao sites Later ont efeivels® .L_ ‘ 
.eeise egtede to dese to eeso odd al efob ef as soleg 
edt dotdw mi asey edt al titong extime edt ae meats. 


bteq inomtesent fese to peswee B etsoolla 
tol 50a of! st en? 200 of no Ltt0g Fs) bas a > 
¢itorg seomy Latod eit? to olvss edt el a0 £8, 
.ooktg ene 


, 
nuuset 8 as a shen Besa 
s ee 
a. a= ae . 
eo : 


; oe vf 
A ah ; 


32 


of cost until the entire cost of the goods has been 
met, then take up all subsequent payments as profits. 

4. Consider the first payments as profit until 
entire profit is taken up, and then consider subsequent 
payments as return of cost. 

Assume that on January 2, 1929, 4A. B. Collins pur- 
chases a piano from the Harmony Music Company for $600. 
The terms of the sale are $150 cash at time of pur- 
chase and $15 per month, payable on the first of each 
month, for 30 months. The selling price of $600 in- 
cludes all carrying charges so that the purchaser has 
no interest to pay on unpaid balances. The piano cost 
the Harmony Music Company $3500. 

The accounting procedure according to method #1 


would be as follows: 


Entries at time of Sale. 
January 2, 1929 


Accounts Receivable, Dr. $ 600 
Sales, Cr. 600 


To record sale to A. B. Collins 
or: 


Instalment Accounts Rec., Dr. 600. 
Instalment Sales, Cr. 600 


To record sale to A. B. Collins 


seed ait eboce oH Yo 200 ox19m0 ot J 
.etiterg es ataemysq tmoupeedye Lis gu ai 
Lideu tilotg as etaestyeg te7!q ott mebtenod 8 

tusupsedve reblexoo dedt one , qi need ab ¢ftom elle 

«200 ‘to duster es esnomed 

-mq aniffoD .€ «A .@S80L° .8 yresast nod said emmecs 

.006% tol yasemed olewi yoomtsH edt mor? omsiq s eeaedo 
-uig to emid te des0 0€f¢ o78 ofee oct To amrted odT 
despe lo tatit edt ao eldsyeq ,ditaom 16q¢ BL} bas east 
-mi 008% to scitq agnifiees ef? .edtnom 0& wt .dtécom 


ae teesioig odt Jedd oe segtedo gaiyrase ifs eebu fo ‘aa 
¢200 cnertg siT .esoneied binge 10 ¥8q ot teetetai on Pe | 
008% Ynaqnod olewM YuommeH Sat” 

i% bodtem o¢ anibtoess eiubesotg galdaveses eft § a 
:awollot es ed bivow 
.ois8 to-omit ta iti 7 
@se@i .S yisumet | 


003 ¢ -1d ia sacha etameo0s we “a 
008 to ,2ofBG ~ . i= 


antiicd .d .n of elea biscet oF 7 F “% 


™ - 320 : 
ag cS 
- 008 -1¢ ,.00 etnuooda F sient Cae Se 
008 -20 . 28588 i - ys 
a ont @ See she 


aniffed .€@ A o¢ oleae popes ot 


535. 


January 2, 1929 (Con'd) 


Cash, Dr. $150 


Accounts Receivable, cr. 150 


To record initial payment received 
from A. B. Collins 


or: 


Cash, Dr. 150 
Instalment Accounts Rec., Cr. 150 


To record initial payment received 
from A. B. Collins 
On the first of each month when the monthly instalment 


is paid, the entry would be as follows: 


February 1, 1929, - etc. 


Cash, Dr. 15 
Accounts Receivable, Cr. 15 


To record monthly payment received 
from A.B.Collins 


or: 
Cash, Dr. 15 
Instalment Accounts Rec., Cr. 15 


To record monthly payment received 
from A. B. Collins 


At the end of the fiscal period, the entries would 


be: 
December 31, 1929 
Sales, Dr. $300 
Cost of Sales, Cr. 300 


To close Cost of Sales into Sales 
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Instalment Sales, Dr. $3500 
Cost of Installment Sales, Cr. 300 


To close Cost of Instalment Sales 
into Instalment Sales 


Sales, or Instalment Sales, Dr. 300 
Profit & Loss, Cr. 500 


To close profit on Instalment Sales 
into Profit & Loss 


The ledger accounts would appear as follows: 


CASH 
Dr. : Cr. 
1929 : 
1/2 Down payment (A) 150 ;: 
2/1 Monthly payment ; 
(B) 18 : 
Same entry as : 
above on March 1 
and each succeed- 
ing month to and 
including Dec. l . 
(B) Total 150 : 


ACCOUNTS RECEIVABLE (or) INSTALMENT ACCOUNTS RECEIVABLE 


1929 ~ 21929 ‘ 

1/2 Sale (C) 600 :1/2 Down payment (A) 150 
:2/1 Eleven monthly 
: 7 Payments (B) 165 
s 1 


Babance unpaid, $285 
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SALES (or) INSTALMENT SALES 
1929 - 1929 
Dec.31 Cost of Sales 


(D) 300 :Jan. 2 (C) 600 
" 31 Gross profit ¢ 
(E) 500 ; 

$600 ; 46500 


COST OF SALES (or) COST OF INSTALMENT SALES 


Dec. 31 Cost 300 :Dec. 31 To Sales (D) 300 


PROFIT & LOSS 


"1929 

‘Dec. 31 Gross Profit on 

PA Instalment 

4 Sales (E) 300 
-O- 


The Balance Sheet would show an asset of Accounts 
Receivable or Installment Accounts Receivable amounting 
to $285.00. 
| If the instalment sales of a company are few, it 
might not be worth while to defer a part of the profit 
on such sales, and the above method of recording such 
sales and the profit thereon could well be used. In 
complying with the Federal income tax regulations, how- 
ever, it is desirable to defer a portion of the profit, 


as will be explained in detail later. 
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Some companies defer the profit for income tax 
purposes but in compiling statements for their own 
use they compute profits as above described, setting 


up adequate reserves to take care of any shrinkage. 


METHOD B 


eee 


January 2, 1929 


Instalment Accounts Receivable, Dr.g600 _ 
Instalment Sales, Cr. 600 


To record instalment sale of piano to 
A. B. Collins 


Cash, Dr. 150 
Instalment Accounts Rec., Or. 150 


To record initial payment 
Unrealized Profit on Instal. Sales 75 
Profit & Loss, Cr. 75 


To transfer to P & L the portion of 
the initial payment that represents 


profit. 
February 1, 1929 
Cash, Dr. 15 
Instalment Accts. Rec., Cr. 15 


To record monthly payment 


Unrealized Profit on Instalment 
Sales, Dr. 7.50 
Profit & Loss, Cr. 7.30 


To transfer to P & L the portion of 
the monthly payment which represents 
profit. 
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Similar entries to the last two would be made 


upon receiving each monthly payment: 


December 31, 1929 
Instalment Sales, Dr. $300 
Cost of Instalment Sales, Cr. 300 


To transfer to Instalment Sales 
the cost of such sales. 


Instalment Sales, Dr. 300 
Deferred Profit on Instalment 
Sales, Cr. 300 


To bring onto the books the de- 
ferred profit on instalment sales 
for the year. Debits have been 
made to this account as payments ~ 
have been made. 


The ledger accounts would appear as follows: 


CASH 

1929 : 
Jan. 2 Down Payment : 
(B) 150: 

Feb. 1 Montily pay- : 
ment (C) 15: 

Mar. 1 g 
to 10 monthly ‘ 
Dec. 1 payments 165: 
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INSTALMENT ACCOUNTS REC. 


929 31929 
Jan. 2 Sale (A) 600: Jan. 2 Down Payment (B) 150 
;Feb. 1 Monthly payments, 
« to li, (Cc) 165 


;Dec. L 


Balance unpaid $285 


INSTALMENT SALES 
1929 31929 


Dec.3l1 Cost of Sales :sJan. 2 (A) 600 

(D) 300: 

31 Deferred pro- 

fit on instal. 4 

sales (E) 300; 
600: 600 

= 

29 1929 

Dec. 31 Cost of Instal. :Dec. 31 (D) 500 

ment Sales 500; 


. 
. 


DEFERRED PROFIT ON INSTALMENT SALES 
1929 21929 
Jan.2 Portion of profit :Dec. 31 Deferred profit 
in initial pay- on sales (EB) 300 
ment (F) 75. 
Feb. 1 Profit in 11 
to monthly payments 
Dec.1l (G) 72.50 
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Balance of account $142.50 representing profit on 


instalment sale not taken up. 


PROFIT & LOSS 


“1929 
;Jan. 2. Portion of profit 
applicable to 


: 1929 (F) 75.00 
‘Feb. 2 Portion of profit 

= “to of monthly pay- 

"Dec. 1 ments applicable 

° tO 1929 (G) 82.50 


The balance of the account, Deferred Profits on 
Instalment Sales, $142.50, would be shown on the lia- 
bility side of the balance sheet as a deferred income 
item. The profit from instalment sales taken into the 
current profits would amount to $157.50. 

The balance of the Instalment Accounts Receivable 
account would appear in the Balance Sheet at $285.00, 
the same as in Method A. 

This method is conservative and at the same time 
in keeping with the ruling of the Treasury Department 
relative to collection of Federal income taxes. It 
takes up the profit as received, thereby tending to 


equalize the annual profits as shown on the books. 
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METHOD C 


January 2, 1929 


Instalment Accounts Receivable, Dr. 


Instalment Sales, Cr. 


To record sale of piano to A.B.Collins 


Cash, Dr. 
Instalment Accts. Rec., Cr. 
To record initial payment 


February 1, 1929 


Cash, Dr. 
Instalment Accounts Rec., Cr. 
To record monthly payment 


: Mareh 1, 1929 
Cash, Dr. 

Instalment Accounts Rec., cr. 
To record monthly payment 


April 1, 1929 
Cash, Dr. 
Instalment Accounts Rec., Cr. 
To record monthly payment 


May 1, 1929 
Cash, Dr. 


Instalment Accounts Rec., Cr. 
To record monthly payment 


June 1, 1929 
Cash, Dr. 
Instalment Accounts Rec., Cr. 


To record monthly payment 


July 1, 1929 


Cash,Dr. 
Instalment Accounts Rec., Cr. 


To record monthly payment 


August 1, 1929 


Cash, Dr. 
Instalment Accounts Rec., Cr. 
To record monthly payment 


¢ 600 


150 


15 


15 


15 


15 


15, 


15 


15 


600 


150 


15 


15 


15 


15 


15 


15 © 


15 
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September 1, 1929 


Cash, Dr. 
Instalment Accounts Rec., Cr. 
To record monthly payment 


October 1, 1929 
Cash, Dr. 
Instalment Accounts Rec., Cr. 
To record monthly payment 
November 1, 1929 
Cash, Dr. 
Instalment Accounts Rec., Cr. 
To record monthly payment 
December 1, 1929 
Cash, Dr. 


Instalment Accounts Rec., Cr. 
To record monthly payment 


December 31, 1929 


Instalment Sales, Dr. 
Cost of Instalment Sales, Cr. 


To close Cost of Instalment Sales 
into Instalment Sales 
December 31, 1929 

Instalment Sales, Dr. 

Unrealized Profit on Instalment 

Sales, Cr. 
To close Unrealized Profit out of 
Instalment Sales account 


December 31, 1929 


Unrealized Profit on Instalment Sales 
Profit & Loss 


To close into Profit & Loss the Un- 
realized profit on Instalment Sales 


15 


15 


15 


15 


500 


500 


15 


15 


15 


15 


15 


300 


3500 


15 
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The previous payments having returned the cost 
of the piano, this and future payments are closed into 


Profit & Loss: 


Ledger accounts 


CASH 


i re 
Jan.2 (B) 150 : 


Feb.1 Eleven monthly : 
to payments (C) 165 ; 


Dec. l 
INSTALMENT ACCOUNTS RECEIVABLE 
1929 21929 
Jan. 2. Sale (A) 600 ;Jan.2 Down payment (B) 150 
:Feb.1 Ekreven monthly pay- 
: to ments (C) 165 
:Dec.1 


Balance of Account $285 : a 


INSTALMENT SALES 


1929 21929 
Dec.31 Cost of Instal. sJen. &....{A) 600 
Sales (D) 000: 
Sl Unrealized : 
profits (E) 300: pone 
600: 600 
=o —— nd 
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COST OF INSTALMENT SALES 
> 1929 
: Dec.3l1 Instalment Sales 
: (D) $300 


UNREZALIZED PROFIT ON INSTALMENT SALES 


1929 ‘1929 
Dec.1 Profit from ‘Dec. 31 Unrealized Profit 
monthly pay- : {E) 300 
ments (F) . 
Balance of account ; 
$285 : 
PROFIT & LOSS 
:1929 
‘Dec. 31 Profit realized 
. (F) 15 


The balance of the Accounts Receivable account is 
the same as before, $285, and appears on the balance 
sheet as an asset. 

The balance of the account Unrealized Profit on 
Instalment Sales is $285, and appears on the balance 
shat as a deferred profit item on the liability side. 

This method is used frequently in cases where the 


goods sold depreciate very rapidly and would be worth 
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little if anything in the case of repossession. It is 
also a desirable method to be used in the cases of 
clothing sold on instalments, as for sanitary reasons 


such articles cannot be repossessed. 


METHOD D 
January 2, 1929 
Instalment Accounts Receivable, Dr. $600 
Instalment Sales, Cr. 600 


To record sale of piano to A.B.Collins 
Casi, Dr. 150 
Instalment Accounts Rec., Cr. 150 
To record initial payment 
Unrealized Profit on Instalment Sales, Dr. 150 
Profit & Loss 150 
To take up initial payment as profit 


February 1, 1929 


Cash, Dr. 15 
Instalment Accounts Rec., Cr. 15 


To record monthly payment 
(The same entry would be made upon the receipt of each 
monthly payment) 
Unrealized Profit on Instalment Sales, Dr. 15 

Profit & Loss, Cr. 15 
To take up monthly payment as profit 
(The same entry would be made upon the receipt of each 
monthly payment up to and including that of November l, 


at which time the profit (entire) on the sale will have 
been taken up.) 
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December 31, 1929 


Instalment Sales, Dr. $ 300 
Cost of Instalment Sales, Cr. 300 


To close cost of instalment sales 
into instalment sales. 


Instalment Sales, Dr. 300 
Unrealized Profit on Instalment Sales 
Gr. 500 


To close unrealized profit out of instal- 
ment sales account 


Ledger accounts 


Jan.2 Down payment ; 
(A) 150 ; 

Feb.1 Eleven monthly ; 
to payments (B) 165 ;: 


Dec. 1 
INSTALMENT ACCOUNTS RECEIVABLE 
1929 :1929 
Jan.2 Sale (C) 600 :Jan.2 Down Payment(A) 150 


:Feb.l Eleven monthly 
: to payments (B) 165 
:Dec.1 


Balance of account, $285 : 


INSTALMENT SALES 


1929 31929 
Dec.3l1 Cost of Instal. saan. &@ i{¢) 600 
Sales (D) 300 : 
51 Unrealized 
profits (E) 
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COST OF INSTALMENT SALES 


1929 21929 
Dec.3l Cost of Insital. -Dec.31 To Instalment 
Sales 300; Sales (D) 300 


UNREALIZED PROFIT ON INSTALMENT SALES 


1929 :1929 
Jan.2 Down payment :Dec.51 Unrealized Profit 
(F) 150: (E) 300 


Febd.1 10 monthly ; 


to payments (G) 150: 
Nov.1 300; “300 
PROFIT & LOSS 

; 1929 
:Dec.31 Down payment (F) 150 
:;Feb. 110 monthly payments 
s. to (G) 150 
:Nov. 1 


The balance of the Instalment Accounts Receivable 
account would be $285, as in the previous cases, and 
would appear on the balance sheet as an asset. The en- 
tire profit would be taken up during the first year and 
would appear in the net income for the year. 

This method is far from conservative and should 
rerely if ever be used. There appears to be no advan- 
tage to be gained in its use. It should never be used 


unless the article sold is of long life with a slow 
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depreciation rate, so that the article will be worth 
at least its cost value after the entire profit has 
been taken up. The method is not recommended but is 
simply shown as an illustration of how to handle the 
transaction if for any reason it is desirable to take 
up the entire profit before taking up the cost. 

It would be desirable to maintain a perpetual 
inventory of merchandise to be sold on instalments re- 
gardless of the method used for ascertaining profits. 
Such an inventory would facilitate the determining of 


the cost of instalment sales. 


ai tud bebasmiooet tom ef Seitbout oat 

edd elbasd ot wert to oo toute as 0 on 

sist ot ofdsitieeb el ti no 286 ‘Yas ‘got Tt nots 
teoo ond gu se beiee exo ted titomg 7 

lesteqze sq 2 alstoisn ot eldstieeb od ‘igen #E 

_ -~et atnomfeteni a0 blow ed of estbhasiovem to 4 wei 

.atitotq gaiaisitesas tot bees bodtem out 20 8 


to sninimreveb sdt etatil rom pivow wrosmevat a8 5 Kone 


at 


! 


* fue my o 
hs oC. 4 ried 
weg Py a tf a 
on p, 
" ; ‘aye Bt) 


ne, 


Ls 


THE REPOSSESSION PROBLEM 


Suppose that after making eight of the monthly 
payments Mr. Collins is unable to continue the in- 
stalments and The Harmony Music Company is obliged 
to repossess the piano. Suppose further that it 
costs the company twenty-five dollars to recondition 
the piano so that it can be resold. Under the laws 
of some states the company will be allowed to keep 
as rental money all payments made to the date of re- 
possession. Under the laws of other states the com- 
pany will have to return to the original purchaser 
any excess over the original purchase price, in case 
the payments made by the original purchaser plus the 
money received from the resale exceeded the original 
selling price plus the cost of reconditioning and 
resale. Suppose the Harmony Music Company is able 
to sell the reconditioned instrument on November l, 
1929, for $450 cash. There is a selling expense of 
$15. involved in the resale. The procedure would be 
as follows: 

Original Selling Price $600 
Payments received from 

original purchaser, 

initial payment $150 

plus eight monthly pay- 

ments of $15 each $270 


Cash received from resale 450 
$720 
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Brought forward $720 $600 
Less: 
Expense of reconditioning $25 | 
Selling expense of resale 15 40 
Net return from both sales 680 
Additional profit from resale 
Assuming the Method B, described in the preceding 
chapter, was used in accouting for the original sale 
and that the sale was made in a state allowing the 
seller to retain all payments, the entries on the books 
of the seller would be as follows: 
Repossessed Merchandise, Dr. 530 
Instalment Accounts Rec., Cr. 330 
To bring onto the books repos- | 


sessed goods at the amount due 
from purchaser 


Reconditioning Expense, Dr. 25 
Cash, Dr. 295 


Expense of putting repossessed 
merchandise in condition to be 


resold 
Selling Expense, Dr. 15 
Cash, Cr. 15 


Expense of making second sale 


Cash, Cr. 450 
Sales, Cr. 450 


To record sale of repossessed 
merchandise 


Sales, Dr. 330 
Repossessed Merchandise, Cr. 3350 


To close into sales the value 

of repossessed goods in order 

to compute the profit on the re- 
sale. 


69 


gaibeceig etd teh. Sod tzoaeb a posto 
sise tanta ine oat 10% suttuoons 7 


ae . ; n 
eicod eff m0: aolutne onde _adsomtng Lip mister 0 toile 
am Ng ha oa ; ie ahisea! bs) bia 
ee . tawol fot ee ed Bigew: rellee « iE 
a f ee! i aa 
Obs. ree geiiecciibiaes Sin 


OSE a +004, tooo’ tresledas 


-eoget etood eat oft Perey pi 
evbh saueme edt ta eboog beesen © . 
Se mort ee 


. eee i 


3s 
as | k 
beaeeseoger satis sg 10 scaega 7 
ed of sofvibnoo — —_ ar 
BL 
a 
Sree 
ods 
08s Pa hy 
OES 19 ,celnasiomtel bese 


sulsy sus poise ove 
. tebe ad. aboog b 
“Ot ead ya Pe 


~ A P ; i bid ii 1 " He af nal 
ised ib ¥ Tiw Au fe] ‘a 
ors : ie ian aes “) a a 
“ay oe hee HS doAS pio, A Pe ee Pe rae ari 


Sales, Dr. 
Profit & Loss, Cr. 


To close profit on the resale 
into profit & loss 


Unrealized Profit on Instalment 
Sales, Dr. 
Profit & Loss, Cr. 


To take up the balance of un- 
realized profit on the first 
sale. 


Profit & Loss, Dr. 
Selling Expense, Cr. 
Reconditioning Expense, Cr. 


To close expense of recondition- 


ing and re-selling into Profit 
& loss. 


Ledger Accounts: 


CASH 
1929 * 1929 


120 
120 


165 
165 


40 
15 
29 


Jen. & “ta) 150 * Oct.15 Reconditiaing 
Feb.'1 8 monthly ; Expense (C) 


to payments(B) 120 ; 
Sept.1 : (D) 
Nov. 1 Resale (M) 450 : 


INSTALMENT ACCOUNTS REC. 


; Nov. 1 Selling Exp. 


1929 * 1929 


Jan. 2 Sale (E) 600 * Jan. 2 Down payment(A)150 


* Feb. 1 8 monthly 


: to payments (B) 


* Sept.1l 
600 


* Oct. 3 Repossession(N)330 
600 


120 
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INSTALMENT SALES = 


1929 * 1929 
Dec.31 Cost of Inst. * Jan.2 (E) 600 
sales (F) 300 : 
Dec.3l Unrealized : 
Profit (G) 500 : 
00; 600 


COST OF INSTALMENT SALES 


1929 * 1929 
* Dec. 51 To Installment 
Dec. 31 Cost 300 ° Sales (F) 300 


| 


UNREALIZED PROFIT ON INSTALMENT SALES 


1929 > 1929 
Jan. 2 Down payment > Dac. oL--.(G) 300 
; (H) 75 > 
Feb. 1 8 monthly pay- ; 
to ments (I) 60 : 
Sept.1 ° 
Oct. 1 Repossession : 
toP&L (J) 165: pint’ 
3500 : 000 
SALES 
1929 * 1o29 
Nov. 1 Repossession > Nov. 1 Resale (M) 450 
(K) 330 ; 
Dec.31 To profit & . 
loss (L) 120 . 
450 ; 250 


REPOSSESSED MERCHANDISE 


1929 * 1929 
Oct. 3 Repossession * Nov. 1 To close into 


(N 330 ; Sales (K) 050 
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SELLING EXPENSE 


1929 > 1929 
Nov. 1 (C) 15 * Dec.31 To profit & loss 
: (0) 15 
RECONDITIONING EXPENSE 
1929 * 1929 
Got. 15 (GC) 25 * Dec.3l1 To profit & loss 
(P) 25 


PROFIT & LOSS 


1929 . L929 

Dec.31 Selling Exp. ; Jan. 2 Down Payment(H) 75 
(0) 15 =? Feb. 1 8 monthly pay- 

Dec.31 Recondition- . .'e ments (I) 60 
ing (P) 25 ; Sept.1 


Dec.3l1 Net Profit 380 . Oct. 3 Repossession (J) 165 
; Dec.3l From sales (L) 120 
4e0 : 420 


The Net Profit of $380 is total profit on the two 


sales. 


Assume that the sale was made in a state where the 
law requires the return to the original purchaser ofany 
net excess over the original selling price. The entries 
would be as follows: 

Repossessed Merchandise, Dr. 530 
Instalment Accounts Rec., Cr. 550 
To bring onto the books repos- 


sessed goods at the amount due 
from the purchaser. 
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Selling Expense, Dr. 15 
Cash, Cr. 


Expense of making second sale 


Cash, Dr. 450 
Sales, Cr. 


Recording sale of repossessed 
merchandise 


Sales, Dr. 350 
Repossessed Merchandise, Cr. 


To close into sales the value of 
repossessed goods in order to com- 
pute the profit on the resale. 


Sales, Dr. 120 
Profit & Loss, Cr. 


To close profit on the resale 
into profit & loss 


Unrealized Profit on Instalment 
Sales, Dr. 165 
Profit & Loss, Cr. 


To take up the balance of unreal- 
ized profit on the first sale 


Profit & Loss, Dr. 40 
Selling Expense, Cr. 
Reconditioning Expense, Cr. 


To close expense of recondition- 
ing and re-selling into Profit 
& Loss 


Profit & Loss, Dr. 80 
A. B. Collins 


To establish on the books the 
liability in favor of A. B. 
Collins for the amount which 
must be returned to him 


15 


450 


5350 


120 


165 


15 


25 


80 
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A. B. Collin 
Cash, Cr. 


Ss; Dr. 


80 


To record the cash payment to 


Mr. Collins. 


Ledger Accounts 


80 


CASH 
1929 >- 1929 
Jan. 2 (H) 150 +: Oct.15 Reconditioning 
Feb. 1 8 monthly : (Cc) 25 
to payments (B)120 ° Nov. 1 Selling Exp. 
Sept.1 : (D) 15 
—LNSTALMENT ACCOUNTS RECEIVABLE 
1929 * 1929 
Jan. 2 Sale (E) 600 °* Jan. 2 Down payment 
, aM (A) 150 
> Feb. 1 8 monthly 
- to payments (B) 120 
* Sept.1 
* Oct. 3 Repossession 
age (NN) 330 
600 600 
| — ———__— 7 BSS SS 
INSTALMENT SALES 
1929 * 1939 
Dec. Z2Cost of Inst. ee. 2 (8) 600 
Sales (F) S08... 
Dec.31 Unrealized i 
Profit (G) 300 ° 
600 : 600 
ee ————— 
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1929 
Dec. 


1929 
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COST OF INSTALMENT SALES - 


1 Cost 


300 


See 
—— ee 


ee @28 @02@ @¢ @¢ @F 


1929 
Dec. 


SL Instalment 
Sales (F) 


UNREALIZED PROFIT On INSTALMENT SALES 


1929 
Jan. 2 Down Payment (H)75 * Dec.31 (G) 
Feb. 1 8 monthly 
payments (I) 60 


to 


Sept. 


1 


Oct. 3 Repossession 
to P&L (J) 165 


1929 
Nov. 


Dec. 


1929 


Oct. 3 Repossession 
N 


1929 
Nov. 


er ef ee ef ef ee ee oor? 


(K 


490 


500 
SALES 
* 1929 
1 Repossession * Nov. 1 Resale (M) 
350 ; 
31 To Profit & : 
Loww (L) Lao * 
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REPOSSESSED MERCHANDISE 


(C) 


550 


° 
e 
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. 
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fs 
* 
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1929 
Nov. 


SELLING EXPENSE 


15 


ee ef #8 ef 


1929 
,Dec. 


1 To close into 
Sales (K) 


S31 To Profit & 
Loss (0) 
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RECONDITIONING EXPENSE 


1929 * 1929 
Oct. 15 (D) 25 ? Dec. 31 To Profit & L (P) 25 


A. B. COLLINS 


.2929 
“Nov. 3 Cash due (Q) 80 


ee 


PROFIT & LOSS 


1929 
Jan. 2 Down payment (H) 75 
Feb. 1 8 monthly 


1929 
Nov. 3 Due A. B. 
Collins (Q) 80 


Dee.3l1 Reconditioning to payments (I) 60 
(P) 25 ° Sept.1 

Dec.3l1 Selling Exp. Oct. 3 Repossession (J) 165 
(0) 15 . Dec.3l1 From Sales (L) 120 


Dec.31 Net Profit 300 
420 420 


The net profit $300 is the same as it would have 
been had A. B. Collins continued his payments and com- 
pleted the contract. Mr. Collins losses the difference 
between what he has paid in, $270, and the amount re- 


turned to him, $80, or $190. 


In both of the preceding illustrations it has been 
assumed that The Harmony Music Company was able to resell 


the piano for cash. However, they might find that in 
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order to dispose of it quickly they would hat to 
sell it again on the instalment plan. Assume that 
the piano is sold on the same terms as when new; i.é., 
$150 at time of purchase and $15 per month for twenty 
months: 

Calculation of the percentage of profit in the 


resale value would be as follows: 


Original Selling Price $600 
Payments Received 270 
Repossession value 

Resale Price $450 
Repossession value 550 
Gross profit on resale $120 


Therefore, 36.3% of the down payment and of each 
monthly payment is taken up as profit. 
The entries up to the time of closing the books, 


December 31, 1929, would appear as follows: 


October 3, 1929 


Repossessed Merchandise, Dr. 530 
Instalment Accounts Rec., Cr. 530 


To bring onto the books merchan- 
dise repossessed. 
Reconditioning Expense, Dr. 25 
Cash, Cr. 25 


To bring onto books expense of 
reconditioning 
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Selling Expense, Dr. 
Cash, Cr. 


To bring onto books expense of 

Resale 

Instalment Accounts Rec., Dr. 
Instalment Sales, Cr. 

To record resale 

Cash 5] Dr. 

Instalment Accounts Rec., Cr. 
To record down payment 
Unrealized Profit on Instalment 
Sales, Dr. 

Profit & Loss 
To close into Profit & Loss 
profit in the down payment 

December 5, 1929 


Cash, Dr. 
Instalment Accounts Rec., Cr. 


Monthly payment 
Unrealized Profit on Instalment 


Sales, Dr. 
Profit & Loss, Cr. 


To close into Profit & Loss profit 


in monthly payment 
Instalment Sales, Dr. 
Cost of Instalment Sales, Cr. 


To close into instalment sales 
cost of original sale. 
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450 


150 


40 


15 


500 


15 


450 


150 


40 


15 


3500 


78. 


i he te: 


Tat eae on Mk 


c~psn” Py 
é v 


eh ay 


— 


a Pe CR ay eee 2 


—? 
Jeox 


a] 
Yr 


mm 
Ve 


Ogs 2 ,.008 eftnweook dnomtstent 


oTO .39 lee tconiatenl — 
week S49 ") al 
sleset b100eT oT A 


bel - -tG ,cdesd 
TD ,-008 atmuooos tnemistent 
neayeg awob brooet ot mak: 
tnemisteal mo ¢iterd Sesileeral 
os 1 ,selsé. 


esol #2 titer? ‘3 


2eol 32 titetd otat eaols of 
Snemyeq awob eds of TlTowg 


TO ..008 efayoodA tremfistanl ~ 
tneaysq YldtooMm 

- 7 . . Be 

tSaeulssaal ao ¢fior? bestisemU = 
ot ,welse <a 

'.20 , 2802 & tLtorl he ee 


titeig eeol & titord ofat seco oT “4 
daomaq Yidtnom at 


iy 


O68 -G ,poled: toomiatect 
tO ,selse Faemlatenl to ta00) Ree pees 
> aaa 


eéise tue onbarant ovat ps of 
ofse sain i hice eet ; 


December 31, 1929 


Installment Sales, Dr. 
Repossessed Merchandise, Cr. 


To close into instalment sales 
the value of repossessed goods 


Instalment Sales, Dr. 
Unrealized Profit on Instal- 
ment Sales,Cr. 


To close into instalment sales 
the unrealized profit on sales 


Unrealized Profit on Instalment 
Sales, Dr. 
Profit & Loss, Cr. 


To take up balance of unrealized 
profit on first sale. 


Profit & Loss, Dr. 
Reconditioning Expense, Cr 
Selling Expense, Cr. 


To close expense accounts into 
Profit & Loss 


Ledger Accounts 


1929 
Jan. 


Feb. 
to 


Sept. 


Nov. 


Dec. 


530 


420 


165 


40 


* 1929 
2 Original down 


payment (A) 150° (Cc) 
1 8 monthly pay- 4 
ments (B) 120° 
2 . 
1 Down payment : 
on resale (Q) 150: 
1 Monthly pay- : 


ment (R) 15 


550 


420 


165 


25 
15 


Oct. 5 Reconditioning Exp. 


Nov. l 5 ig Expense 
Cc “ 
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INSTALMENT ACCOUNTS REC. 


1929 

Jan. 2 Down payment 
Original (A) 150 
Feb. 1 8 monthly pay- 

to ments (B) 120 


1929 

Jen. 2 Original Sale 
E 600 : 

Nov. 1 Resale (S) 450 ° 


Oct. 3 Repossession 
(Nv) 330 


mM 
@ 
ue] 
et 
~ 


Nov. 1 Down payment 
on resale (Q) 150 
Dec. 1 Monthly pay- 


; ment (R) 15 
INSTALMENT SALES 
1929 > 1929 
Dec. 31 Cost of Inst. ; Jan. 2 Original Sale 
Sales (F) 300 : : (E) 600 
Dec. 31 Unrealized > Nov. 1 Resale (S) 450 
profit on : 
Original , 
Sale 300 ° 
Dec. 31 Repossession 330 : 
Dec. 31 Unrealized ; 
Profit on 4 
resale 
1050 


As 


COST OF INSTALMENT SALES 


1929 
Dec. 31 To Instalment 
Sales (F) 300 


1929 
Dec. 31 Cost 500 
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UNREALIZED PROFIT ON INSTALMENT SALES 


1929 ; 1929 
Jan. 2 Down Payment(H)75 : Dec. 31 Original Sale 
Feb. 1 8 monthly . (G) 300 
to payments (I) 60 : Dec. 31 Resale 120 
Sept.1 : 
Oct. 3 Repossession : 
toP&L(J) 165; 
Nov. 1 Profit in ‘ 
Down payment : 
(T) 40 ; 


Dec.3l1 Profit in 
Dec. payment 
(W) 4 


ee 2 oF 


Balance of profit not realized, $76. 


REPOSSESSED MERCHANDISE 


1929 : 1929 
Oct. 3 Repossession : Nov. 1 To close in 
(N) 3350 ; Instalment Sales 330 
SELLING EXPENSE 
1929 : 1929 
Nov. 1 (C) 15 : Dec. 31 To Profit & 
$ Loss (0) 15 
ae = 
RECONDITIONING EXPENSE 
1929 : 1929 
Oct. 15 (D) 25 : Dec. 31 To Profit & 
Los (P) 25 
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1929 
Dec. 


Dec. 


PROFIT & LOSS 


ol Selling Exp. 


31 Recondition- 
ing (P) 


15 
25 
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1929 
Jan. 2 


Feb. 1 
to 


Sept.1 
Dec. 31 


Nov. l 
Dec. 31 


Down payment 


(H) 75 
8 monthly pay- 
ments (I) 60 
Unrealized 


profit on or- 
iginal sales 
(J) 165 
Down payment 


on resale (T) 40. 


Profit in Dec. 
payment (U) 4 
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At the time of the repossession, the balance of 


the unrealized profit on the original sale is taken 


up and the unrealized profit on the resale is brought 


onto 


the books. 


If the sale was made in a state requiring the 


return of the excess profit received, the following 


additional entries would be made. 


Profit & Loss, Dr. 80 
A. B. Collins, Cr. 


To establish the liability of the 
amount to be returned to Mr. 
Collins 


A. 5B. COllins, Dr: 80 
Cash, Cr. 


To record return of money to 
A. B. Collins 


80 


80 
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COLLECTIONS & RESERVES 


Experience shows that the smaller the down 
payment or the longer the credit the greater the 
percentage of repossessions and losses. In other 
words, the more the purchaser stands to lose the 
greater his attempt to meet the maturing payments. 

The majority, if not all, of the legitimate 
instalment houses dislike to repossess merchandise 
except as a last resort. Repossession means not 
only the expense of reconditioning and resale but 
also the possibility of the loss of good will of 
customers. Because of the loss which he sustains 
the purchaser is likely to become bitter, not only 
against the seller, but against the whole system 
of instalment payments. 

It is obvious then that dealers merchandising 
in this way must maintain an efficient collection 
department. Methods of collection of this type of 
receivables do not differ materially from methods 
used to collect any outstanding accounts. However, 
the various states differ in their laws regarding 
conditional sales and it is therefore necessary for 
the collection department to be thoroughly conver- 
sant with such laws in the states in which the firm 


is selling merchandise on instalments. Failure to 
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be informed regarding these laws may result in losses 
because of inability to legally repossess the goods. 
Credit depends upon two factors, the ability 

and willingness of the debtor to pay. It seems that 
the majority of people are honest which means that 
they are willing to pay, but sometimes the ability 

is lacking which, of course, makes a poor credit risk. 
But the few who are dishonest, lack the willingness 
to pay, undoubtedly cause the collection department 


the greatest amount of trouble. 


During the era of rapidly mounting volume of in- 


stalment selling the actual losses of the sellers 
appear to be surprisingly low. This is probably due 
to the ability to repossess the goods in the majority 
of cases, together with the high rate of gross pro- 
fits which means that a comparatively few payments 
will return the cost price of the goods, so that the 
majority of the loss is really only the loss of po- 
tential profits. Losses on retail instalment sales 
seem to fall between one-half of one percent and five 
per cent of the selling price of the goods. One 
furniture house doing almost exclusively an instal- 
ment business with about twenty thousand active in- 
stalment accounts, reports that approximately five 
per cent of their sales prove bad which means an 


actual loss to them of about two per cent. 
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They further report that about ninety percent of 
their sales which prove uncollectitle go bad very soon 
after the purchase. As the purchaser increases the 
amount he has paid in, thereby increasing his loss in 
case of default, the greater effort he makes to meet 
the payments. This particular firm has a mark-up of 
100% or more on all merchandise and in addition 
charges six percent interest on unpaid balances. It 
Therefore appears that the down payment plus a com- 
paratively few weekly or monthly payments will pro- 
bably return them their cost. 

The method of providing for the probable loss 
on bad accounts is the same as for providing for 
probable bad debts if selling on the open account 
plan. An adequate reserve is established to take 
care of these losses. The amount of the reserve will 
depend upon the nature of the business and the exper- 
ience of that and similar businesses. The entry for 
establishing this reserve would be as follows; 

Loss on Bad Debts, Dr. 

Reserve for Loss on Instalments Sales, Cr. 

The Loss on Bad Debts account would be closed 

into Profit & Loss 


Profit & Loss, Dr. 
Loss on Bad Debts, Cr. 
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When any of the accounts prove uncollectible, 
the following entry will be made. 
Reserve for Loss on Instalment Sales, Dr. 
Instalment Accounts Receivable, Cr. 
Instalment accounts receivable, of course, wary 
a great deal in their maturity, a portion falling 
due each month. It seems advisable, therefore, in 
preparing a balance sheet to show the instalment ac- 
counts receivable classified according to their 
maturity. 
For example: 
Due in 30 days 
Due in from 30 to 60 days 
Due in from 60 to 90 days 
Not due until after 90 days 
In establishing reserves for losses on these 
receivables, it is well to apply different rates to 
the different maturities. The rates for the re- 
serves would, of course, depend upon the experience 


of the particular company. 
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Form for Instalment Accounts Ledger 
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FEDERAL INCOME TAX PROVISIONS REGARDING THE RETURN 
OF PROFIT FROM INSTALMENT SALES 

Section 44 of The Revenue of 1928, approved 
8 a.m., May 29, 1928, by President Coolidge, reads 
as follows:. 
(A) Dealers in Personal Property. Under regulations 
prescribed by the Commissioner with the approval of 
the Secretary, a person who regularly sells or other- 
wise disposes of personal property on the instalment 
plan may return as income therefrom in any taxable 
year that proportion of the instalment payments ac- 
tually received in that year which the gross profit 
realized or to be realized when payment is canpleted, 
bears to the total contract price. 
(B) Sales of Realty and Casual Sales of Personalty. 
In the case (1) of a casual sale or other casual 
disposition of personal property (other than property 
of a kind which would properly be included in the 
inventory of the taxpayer (other than property of a 
kind which would properly be included in the inven- 
tory of the taxpayer if on hand at the close of the 
taxable year), for a price exceeding $1,000, or(2) 


of a sale or other disposition of real property, if 
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in either case the initial payments do not exceed 40 
per centum of the selling price, the income may, 
under regulations prescribed by the Commissionery 
with the approval of the Secretary, be returned on 
the basis and in the manner above prescribed in this 
section. As used in this section the term "initial 
payments" means the payments received in cash or 
property other than evidences of indebtedness of the 
purchaser during the taxable period in which the 
sale or other disposition is made. 

(C) Change from Accrual to Instalment Basis. If a 
taxpayer entitled to the benefits of subsection (A) 
elects for any taxable year to report his net in- 
come on the instalment basis, then in computing his 
income for the year of change or any subsequent 
year, amounts actually received during any such year 
on account of sales or other dispositions of proper- 
ty made in any prior year shall not be excluded. 

(D) Gain or Loss upon Disposition of Instalment 
Obligations. If an instalment obligation is satis- 
fied at other than its face value or distributed, 
transmitted, sold, or otherwise disposed of, gain 

or loss shall result to the extent of the difference 
between the basis of the obligation and (1) in the 


case of satisfaction at other than face value or a 
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sale or exchange, the amount realized or, (2) in 
case of a distribution, transmission, or disposition 
otherwise than by sale or exchange - the fair market 
value of the obligation at the time of such distri- 
bution, transmission, or disposition. The basis of 
the obligation shall be the excess of the face walue 
of the obligation over an amount equal to the income 
which would be returnable were the obligation satis- 


fied in full. 


Article 351 of Income Tax Regulation Number 74 
reads as follows: 
Sale of Personal Property on Installment plan. -- 
Dealers in personal property ordinarily sell either 
for cash or on the personal credit of the purchaser 
or on the installment plan. Dealers who sell on the 
installment plan usually adopt one of four ways of 
protecting themselves in case of default: 

(a) By an agreement that title is to remain 
in the vendor until the purchaser has 
completely performed his part of the 
transaction; 

(b) By a form of contract in which title 
is conveyed to the purchaser immedi- 
ately, but subject to a lien for the 
unpaid portion of the purchase price; 

(c) By a present transfer of title to the 
purchaser, who at the same time exe- 


cutes a reconveyance in the form of a 
chattel mortgage to the vendor; or 
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(ad) By conveyance to a trustee pending 
performance of the contract and sub- 
ject to its provisions. 

The general purpose and effect being the same in 
all of these cases, the same rule is uniformly applic- 
able. The rule prescribed is that a person who regu- 
larly sells or otherwise disposes of personal property 
on the instalment plan, whether or not title remains 
in the vendor until the property is fully paid for, 
may return as income therefrom in any taxable year 
that proportion of the instalment payments actually 
received in that year which the total or gross profit 
(that is, sales less cost of goods sold) realized or 
to be realized when the property is paid for, bears 
to the total contract price. Thus the income of a 
dealer in personal property on the instalment plan 
may be ascertained by taking as income that proportion 
of the total payments received in the taxable year 
from instalment sales (such payments being allocated 
to the year against the sales of which they apply), 
which the total or gross profit realized or to be 
realized on the total instalment sales made during 
each year bears to the total contract price of all 
such sales made during that respective year. No pay- 
ments received in the taxable year shall be included 


in computing the amount of income to be returned on 
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the ground that they were received under a sale the 
total profit from which was returned as income during 
a taxable year or years prior to the change by the tax- 
payer to the instalment basis of returning income. But 
in the case of any taxpayer who, by an original return 
made prior to February 26, 1926, changed the method of 
reporting his net income for the taxable year 1924 or 
any prior taxable year to the instalment basis, - see 
Section 705. Deductible items are not to be allocat- 
ed to the years in which the profits from the sales 

of a particular year are to be returned as income, but 
must be deducted for the taxable year in which the 
items are paid or incurred or paid or accrued, as pro- 
vided by Sections 43 and 48. A dealer who desires to 
compute his income on the instalment basis shall main- 
tain books of account in such @ manner as to enable 

an accurate computation to be made on such basis in ac- 
cordance with the provisions of this article. 

In the case of a casual sale or other casual dis- 
position of personal property of a kind which would 
properly be included in the inventory of the taxpayer 
if on hand at the close of the taxable year, for a 
price exceeding $1,000, income may be returned on the 
instalment basis provided the payments received in 
cash or property other than evidences of indebtedness 


of the purchaser during the taxable year-in which the 


oft else 8 seh bevieoes oteW 07 Yost r : r Hoe 
gach emoont ex bonutor ese sokiw mort $23 one ate ea 
-xet odt yd egnado edd of xoitg ers9y 0. Ta8y, ofdexat 9 a 
duet -omo ont guinrutet to olesd taomistant oat ot ever fi) 
austen iaaigizo a8 yd od aoyeqret yak To eeso %, 
to bodtom edt Begmade O86 L OS tieadet of toag oben 

to ‘SOS ath eidaxed edd tet emo oat ten eld ‘seldaogen 
eve - ,stasd stmemistant edd of usey olsexet toltg yas 
-iso0lia ed ot ton 91s emodti’ oléiteubed @0w aoltose 
eelse’ ext mort. atitowg edt doidw at enBey ent ot be | a | 
tud ,smooti sa bemtwter-ed of ets sey asivoltteq s to. : | 
edt dotdw at teey oldexet oxtt tot ste ocdeoath od acm, 
-otg es ,bevrtoos to Slag to botmwont ‘tO bisq ‘Om8 | emed t 
of wetleeh ofw telseb A .8b bas Gd snoktoed: WS Bebty 
-ciem fede alesd saomistent edt ao omoort: eld etwqmoo a : 
eidase ot es Tenmem s dove ik twooos to aanfood ast 
-o8 ai elesd dose no 208i ed ot baad ath mn 
veloivis etd To ano tesvoug oat dtiw eoxaba0e 

-ulb Lavaso godto to efse Lovese B to eaeo ei nl 
Sisgow: fo L dw Baia s to “utreqoug [snosteq %0 noitieog 
“eysqxst ot to ytotsevar end af bebufont ed” vineqotg 
2 0% .<eey oldpxed ods to eaoLo edt 19° bad io AE 

edt no benavtet ed Yaar amo ont ,000 , Lt sinteces cong 
imal bevisvet atsemyeq ait bebivorg atend | vant 
auvnbetdebat to weonehive ned? geste erm ht 
eft doldw al-qwey sidexss edt aattat ‘ | : 


q A | th ae es a , Dae ie ; 
yo } ee We Pr.) ar ee ee yy! 


92. 


sale or other disposition is made do not exceed 40 per 
cent of the selling price. 

If for any reason the purchaser defaults in any 
of his payments, and the vendor returning income on 
the instalment basis, repossesses the property, the 
entire amount received on instalment payments and re- 
tained by the vendor, less the sum of the profits 
previously returned as income and an amount represen- 
ting proper allowance for damage and use, if any, will 
be income of the vendor for the year in which the pro- 
perty is repossessed and the property repossessed must 
be carried on the books of the vendor at its original 
cost, less proper allowance for damage and use, if any. 

If the vendor chooses as a matter of consistent 
practice to return the income from instalment sales on 
the straight accrual or cash receipts and disburse- 
ments basis, such a course is permissible. 

If an instalment obligation is satisfied, or 
otherwise disposed of, gain or loss may result there- 
from and must be determined in accordance With Section 
44 (d) and Article 355. 

Article 351 gives the taxpayer the choice of one 
of two methods of reporting income from the type of 
instalment sales. Under the first method it is neces- 
sary to keep a separate record of the instalment pay- 


ments on account of instalment sales effected in each 
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year. The dealer should then be able to tell the total 

amounts received in 1929 on account of instalment 
sales effected in 1928, 1927, 1926, etc. He will then 
return as gross profit the proportion of the instal- 
ments received on account of instalment sales effected 
in each year which the gross profit to be realized on 
the sales made during such year bears to the gross 
instalment sales made during that year. 

To illustrate: A dealer has always reported on 

the instalment basis. The dealer during 1927 marks 
his goods at a price which yields a gross profit of 

50 per cent on the selling price. In 1928 the gross 
profit to be realized on instalment sales is 40 per 
cent of the selling price. In 1929 the goods are 
marked to yield a gross profit of 20 per cent on the 
selling price. During 1929 the dealer makes the fol- 
lowing cash collections on account of sales effected 
in the years indicated: 1927, $50,000; 1928, $200,000; 
1929, $400,000. Under the first method the gross pro- 


fit would be computed as follows: 
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If books have been so kept that the cost of each 
article sold was not shown, gross profit may be de- 
termined by taking the average percentage of gross | 
profit on gross sales. If several different lines of 
merchandise are handled, on which the average per- 
centages of profit differ, the gross profit on the 
sales of each different class of merchandise should 
be computed separately. (0. D. 23) 

A taxpayer doing business on both a cash and 
instalment basis, should report profits on the in- 
stalment sales as outlined in Article 351, above. 

The cash sales, each of which represents a completed 
and closed transaction, should be reported separately, 
that is, the entire profit derived from every cash 
sale must be reported as income in the return for 

the year in which the sale was made. (0.D. 23) 

The instalment plan basis is not limited to 
sellers of chattels as distinguished from sellers of 
other forms of personal property, such as corporate 


stocks (S. 1353; 0.D. 134) 


Expenses. -- A taxpayer employing the accrual 
method of accounting but returning income from instal- 
ment sales on. the instalment sales method, is en- 
titled to deduct from the income of any taxable year 
all of the expenses, allowances and losses which were 


paid or incurred, or paid or accrued in the taxable 


year. (Appeal of Blum's Inc., 7 B.T.A. 737.) 
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Refunded payments. -- The instalment payments re- 
ceived and refunded by the taxpayer in the same year 
should be excluded from-the total instalment payments 
received before computing the proportion thereof to 
be returned as income. (Appeal of Blum's, Inc., 7 
BT Aes) POPs} 

Sales made and cancelled in the same year on 
account of default in payments: -- Gross sales should 
be reduced by the total contract price of the can- 
celled sales. All payments made and forfeited by pur- 
chasers should be included, in their entirety, in 
gross income, though not in gross or net sales upon 
which the percentage of gross profit on all other 
sales of the year will be computed. In order that 
the taxpayer may have advantage of the deduction, in. 
the year of repossession, of the full amount of the 
loss sustained, if any, through damage and use of mer- 
chandise while in the hands of the purchaser, the 
difference between the value at which such merchan- 
dise was included in the opening inventory, or the 
cost of the merchandise, according to whether it was 
on hand at the beginning of the year or was purchased 
during the year, and its value when repossessed, 
should be deducted from the cost of goods sold and 


taken as a separate loss deduction from gross income. 
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Appeal of Blum's, Inc., 7 B.T.A., 737.) 


Sales cancelled, on account of default in pay- 
ments, in a year subsequent to the year or years in 
which made; -- No deduction in the gross sales of 
the year should be made. All payments made and for- 
feited by the purchaser, in the year in which the 
sale is cancelled, should be included, in their en- 
tirety, in gross income for that year, thought not 
in gross or net sales upon which the percentage of 
profit on sales for the year will be computed. Pay- 
ments made in prior years should not be taken into 
account in computing gross income for the year in 

which the sale was cancelled. The repossessed mer- 
chandise should be included in purchases at cost, 
less proper allowance for damage and use, if any, or 
at cost, less any part thereof previously recovered 
through payments made by the purchasers, in prior 
years, and not returned as income, whichever is 
lower. When the cost, less allowance for damage and 
use, is less than cost, less any part thereof pre- 
viously recovered, the difference should be taken as 
a loss deduction from gross income of the year of re- 
possession. 

The cost of repossessed merchandise should be 
determined by applying to the contract price (selling 


price to defaulted purchaser) that percentage rate 
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which is complementary to the percentage rate of profit 
for the year in which the sale was made. For example, 
if the rate of profit is 40% of the contract price, 

then 60% thereof must represent the cost of the.article. 
(Appeal of Blum'ts, Inc., 7 B.T.A. 737.) 

Change from accrual method to instalment sales 
method of returning income. -- Section 44 (c) of the 
1928 Act specifically provides that, if a taxpayer 
changes to the instalment basis, then in computing his 
income for the year of change or any subsequent year, 
amounts actually received during any such year on ac- 
count of sales or other dispositions of property made 
in prior years shall not be excluded. 

The reason for this provision is that during the 
period of transition from the accrual to the instalment 
sales method the income would be considerably distorted. 
The rule in question has been adopted to overcome this 
distortion of income during the first few years after 
the change from the accrual to the instalment sales 


method. 


Meaning of "casual", -- The ordinary significa- 
tion of the word "casual" is something which comes 
without regularity, and is occasional and incidental. 
Its meaning may be more clearly understood by refer- 
ence to its antonyms, which are "regular," "systema- 


tic," "periodic," and "certain." Therefore, a sale 
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made by a regular dealer in the commodity and in the 
usual course of his trade or business is not a casual 
sale in spite of the fact that the terms on which the 
sale was made might have been unusual in that partic- 
ular business. Furthermore, if the taxpayer is not 
regularly engaged in selling personal ecepexty on the 
instalment plan, he could not report the profit in 
question upon the instalment plan basis as laid down 


in Article 351. (G.C.M. 1162.) 


Article 353 of Income Tax Regulation number 74, 
referring to sale of real property on instalment 
plan, reads as follows: 

Sale of real property on instalment plan. -- In 
transactions included in class (1) in Article 352, 
the vendor may return as income from such transac- 
tions in any taxable year that proportion of the in- 
stalment payments actually received in that year 
which the total profit realized or to be realized 
when the property is paid for bears to the total 
contract price. 

If for any reason the purchaser defaults in any 
of his payments, and the vendor returning income on 
the instalment basis repossesses the property, the 
entire amount received on instalment payments and 


retained by the vendor, less the sum of the profits 
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previously returned as income and an amount represent- 
ing proper adjustment for exhaustion, wear and tear, 
obsolescence, amortization, and depletion of the pro- 
perty while in the hands of the purchaser, will be in- 
come of the vendor for the year in which the property 
is repossessed, and the basis of the property in the 
hands of the vendor will be the original basis at the 
time of the instalment sale. 

If the vendor chooses as a matter of consistent 
practice to return the income from instalment sales 
on the straight accrual or cash receipts and disburse- 
ments basis, such a course is permissible, and the 
sales will be treated as deferred payment sales not 
on the instalment plan. 

In order to have an instalment sale under the 
Articles 352 and 353, above, it is only necessary that 
the "initial payment" (cash or property received dur- 
ing the taxable period in which the sale is made, 
excluding mortgages whether new or assumed by the 
vendee, but without deducting commissions or other 
selling expenses of the vendor) be not more than 40 
per cent of the selling price (cash, or other property 
and mortgages, new or assumed.). The question of 
whether the obligations of the vendee have a fair mar- 
ket value is not material in determining whether there 


is an instalment sale; nor does it make any difference 
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whether or not the deferred payments are numerous and 
spread over a long term of years. Thus, there is an 
instalment sale where A sells property in 1929 for 
$100,000, receiving $40,000 in cash in that year, the 
balance being covered by a mortgage payable in 1930. 
The regulations make it clear that, in arriving 
at the part of each payment which is to be returned 
as income, mortgages assumed by the vendee are deduc- 
ted from the “selling price" to arrive at the "total 
contract price." Thus, if A sells for $100,000 a 
piece of property which cost him $50,000, the vendee 
paying $25,000 in cash, assuming a mortage of $40,000, 
and giving a new mortgage for $35,000, the "selling 
price” is $100,000, but the "total contract price" 
is only $60,000, and this is all that A will receive, 
since he is in reality selling only his equity. In 
order that his entire profit of $50,000 will have 
been reported by the time he has collected the $60,- 
000, he must return as income 50,000/60,000 or 5/6 


of each payment received. 


In the illustrations following are given four 
typical cases, showing the determination of the in- 


come in each: 
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Cost to vendor -- 


Case Case Case Case 
tp Aes Shee 18) vongos sil! A. 
C a. $ 25,000 ¢ 40,000 $40,000 $25,000 
New mortgage 5,000 
Mortgage assumed 9,000 15,000 
Mortgage given 
after purchase 30 , 000 
Commissions and 
other expenses 
on sale 1,000 
Total Cost 40,000 40,000 40,000 40,000 


Selling price to vendee -- 


Case Case Case Case 
ieee? SB 4, 
Cash (initial pay- 
ment) 25 ,000 25,000 25,000 25,000 
New Mortgage given 60,000 75,000 45,000 75,000 
Mortgage assumed 15 ,000 30,000 


Total Selling Price 100,000 100,000 100,000 100,000 
Total profit 60 ,000 60,000 60,000 60,000 
Contract price 85,000 100,000 70,000 100,000 
Portion of each pay- 


ment included in as 
income 60/85 60/100 60/70 60/100 


Explanation of the preceding four cases: 

Case 1 -- Fifteen thousand dollars, representing mort- 
gages assumed by the vendee, is deducted from the total 
selling price($100,000) to arrive at the contract price 
which is $85,000. Since the total profit is $60,000, 
and the vendor will collect $85,000, 60/85 of each pay- 


ment collected will be income. 
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Case 2 -— Here the contract price is the same as 
the purchase price, no existing mortgages being 
assumed by the vendee, and since the vendor will 
collect $100,000 of which $60,000 will represent 
profit, 60/100 of each payment will be income. 


Case 3 -- The $30,000 borrowed by the vendor on 
the property does not, of course, affect his orig- 
inal cost of $40,000, but since this mortgage is 
assumed by the vendee, the amount thereof is deduc- 
ted from the purchase price of $100,000 to arrive 
at the contract price of $70,000, 60/70 of each 


payment is, therefore, income. 


Case 4 -- Here the $15,000 mortgage is not assumed 
by the vendee, but the vendor pays it off out of the 
$25,000 initial payment which he received, and the 
vendee gives a new mortgage for $75,000. The con- 
tract price is $1000,000, since this is the total 
amount which the vendor will receive, and 60/100 of 


each payment will represent income. 


In the case of sales of real estate by persons 
not regularly engaged in that business, commissions 
paid, while they do not reduce or otherwise affect 
the amount of the selling price, may be offset 


against the selling price in determining the amount 
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of gain or loss realized from such sales, and in 
cases of instalment sales in determining the per- 
centage of profit in each instalment payment which 
is to be included in gross income. Dealers in real 
estate should deduct commissions paid for the sale 
of real estate as a business expense for the year 
in which paid or accrued, in accordance with the 
basis on which their books are kept. (1I.T. 2305) 
There were under consideration contracts for 
the sale of bungalows where the purchasers are given 
possession at the date of execution of the contracts 
of sale, but the deferred payments are not represen- 
ted by notes or any evidences of indebtedness other 
than the contracts. However, these contracts are 
transferable by assignment; are freely pledged, sold, 
or otherwise dealt in: are not in any respect con- 
ditional; and have a fair market value which is 
readily ascertainable. For the purpose of determin- 
ing the gain derived or the loss sustained from a 
deferred payment sale of real estate not on the in- 
stalment plan under the facts presented by the in- 
stant case, a contract of sale to the extent of its 
fair market value should be treated as the equival- 
ent of cash received in the year of sale. (G.C.M. 
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Articles 352 and 354 of Income Tax Regulation 
number 74 refers to deferred-payment sale of real 


property not on instalment plan, and read as follows: 


Sale of real property involving deferred pay- 
ments. -- Under Section 44 deferred-payment sales of 
real property fall into two classes when considered 
with respect to the terms of sale, as follows: 

1. Sales of property on the instalment plan, 
that is, sales in which the payments received in 
cash or property other than evidences of indebted- 
ness of the purchaser during the taxable year in 
which the sale is made do not exceed 40 per cent of 
the selling price. 

2. Deferred-payment sales not on the instal- 
ment plan, that is sales in which the payments re- 
ceived in cash or property other than evidences of 
indebtedness of the purchaser during the taxable 
year in which the sale is made exceed 40 per cent 
of the selling price. 

Sales falling within class (1) and class (2) 
alike include (a) agreements of purchase and sale 
which contemplate that a conveyance is not to be 
made at the outset, but only after all or a sub- 
stantial portion of the selling price has been paid, 


and (b) sales where there is an inmediate transfer 
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of title, the vendor being protected by a mortgage, 
or other lien as to deferred payments. 

In the sale of mortgaged property the amount 
of the mortgage, whether the property is merely 
taken subject to the mortgage or whether the mort- 
gage is assumed by the purchaser, shall be included 
as a part of the "selling price," but the amount of 
the mortgage, to the extent it does not exceed the 
basis to the vendor of the property sold, shall not 
be considered as a part of the "initial payments" 
or of the "total contract price", as those terms are 
used in Section 44, in articles 351 and 353, and in 
this article. Commissions and other selling expenses 
paid or incurred by the vendor are not to be deducted 
or taken into account in determining the amount of 
the "initial payments," the "total price," or the 
"selling price." | 

Where the obligations of the seller are conver- 
ted into cash during the taxable year, the amount of 
such cash must be added to the original cash payment 
to determine the “initial payment" under Article 352. 
(I.T. 2339.) 


Regulation 74, Article 354: 
Deferred-Payment sale of real property not on 


Instalment plan. -- In transactions included in class 
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(2) in article 352 the obligations of the purchaser 
received by the vendor are to be considered as the 
equivalent of cash to the amount of their fair market 
value in ascertaining the profit or loss from the 
transaction. s 

If the vendor had retained title to the property 
and the purchaser defaults in any of his payments, 
and the vendor repossesses the property by agreement 
or process of law, the difference between (1) the 
entire amount of the payments actually received on 
the contract and retained by the vendor and (2) the 
sum of the profits previously returned as income in 
connection therewith and an amount representing pro- 
per adjustment for exhaustion, wear ana tear, obso- 
lescence, amortization and depletion of the property 
while in the hands of the purchaser, will constitute 
gain or loss, as the case may be, to the vendor for 
the year in which the property is repossessed, and 
the basis of the property in the hands of the vendor 
will be the original basis at the time of the sale. 
If the vendor had previously transferred title to 
the purchaser, and the purchaser defaults in any of 
his payments and the vendor re-acquires the property, 
such repossession shall be regarded as a transfer by 
the vendor, in exchange for the property, of so much 
of the face value of the purchaser's obligations as 


are applied by the vendor to the purchase or bid price 
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of the property. Such an exchange will be regarded 
as having resulted in the realization by the vendor 
of gain or loss, as the case may be, for the year of 
repossession, measured by the difference between the 
fair market value of the property and the basis in 
the hands of the vendor of the obligations of the pur- 
chaser (generally, the fair merket value thereof 
which was previously recognized in computing income) 
which were applied by the vendor to the purchase or 
bid price of the property. The fair market value of 
the property shall be presumed to be the amount for 
which it is bid in by the vendor in the absence of 
clear and convincing proof to the contrary. If the 
property so acquired is subsequently sold, the basis 
for determining gain or loss is the fair market value 
of the property at the date of acquisition. 

If the obligations received by the vendor have 
no fair market value, the payments in e@ash or other 
property having a fair market value shall be applied 
against and reduce the basis of the property sold, 
and, if in excess of such basis, shall be taxable to 
the extent of the excess. Gain or loss is realized 
when the obligations are disposed of or satisfied, 
the amount being the difference between the reduced 
basis as provided above and the amount realized there- 


for. Only in rare and extraordinary cases does pro- 
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perty have no fair market value. 

The above article provides that in a case where 
the obligations of the purchaser have no fair market 
value, the amount of the initial payment shall be ap- 
plied against and reduce the basis of the property 
sold, and that gain shell be reported only if and 
when the amount realized upon the obligations exceeds 
the basis thus reduced. This would apparently apply 
irrespective of the amount of the initial payment or 
of the number of obligations or the period over which 
they extend. Of course, if the initial payment ex- 
ceeds the basis, a taxable gain is realized, to the 
extent of such excess, in the year of sale. 

Because of the difficulty in laying down any gen- 
e6ral rule which will determine accurately whether or 
not obligations have a fair market value, each case 
must be determined upon its own facts. For a defini- 
tion of the term "fair market value" see under Article 
55 but no definition of this term proves of much as- 
sistance without consideration of all the surrounding 
circumstances. Although the Treasury Department has, 
no doubt, closed a great number of cases involving de- 
ferred payment sales, there is a scarcity of rulings 
which might prove of any material assistance. 

It cannot be said as a matter of certainty that 


a second mortgage, or even a third mortgage, has no 
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fair market value. Many obligations of this sort 
would, no doubt, have a discount value, while others 
might even be worth their face. value. The burden 

is upon the taxpayer in any case to show that the obli- 
gations of the purchaser have no fair market value or 
that such fair market value is less than the face 
value. In the absence of evidence to the contrary, 
the face value of the obligation is ordinarily assumed 
to be its fair market.value. Any relevant evidence 
tending to prove the taxpayer's contention may be sub- 
mitted, but probably the controlling circumstances 
would be the value of the equity covered by the mort- 
gage. 

If the obligations cannot be sold at a reasomble 
discount, it appears the taxpayer is justified inas- 
suming that they have no fair market value. (0.D.842.) 

In the absence of evidence to the contrary, the 
face value of a second mortgage was accepted as the 
fair market value thereof in the year of sale. (Appeal 


of 650 West End Avenue Company, 2 B.T.A., 958) 


Regulation 74, Article 355 - Gain or Loss upon disposi- 
tion of instalment obligations. -- If an instalment 
obligation is satisfied at other than its face value 
or is sold or exchanged, gain or loss results to the 


extent of the difference between (1) the excess of the 
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face value of the obligation over the amount of income 
which would be returnable were the obligation satis- 
fied in full and (2) the amount realized upon such dis- 
position. 

If an instalment obligation is distrubed, trans- 
mitted, or disposed of otherwise than by sale or ex- 
change, gain or loss results to the extent of the dif- 
ference between (1) the excess of the face value of 
the obligation over the amount of income which would 
be returnable were the obligation satisfied in full, 
and (2) the fair market value of the obligation at 
the time of such distribution, transmission, or dis- 
position. 

The entire amount of gain or loss resulting from 
the disposition or satisfaction of instalment obli- 
gations shall be recognized except as provided in 
Section 112 and Articles 572-580. 

Example (a): - In 1928 the M Corporation sold a 
piece of real estate to B for $20,000. The Company 
acquired the property subsequent to February 28, 1913, 
at a cost of $10,000. During 1928 the company re- 
ceived $5,000 cash and the vendee's notes for the re- 
mainder of the selling price, or $15,000, payable in 
subsequent years. Before the vendee made any further 
payments the company sold the notes for $13,000 in 


cash. The company derived taxable income in the amount 
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of $5,500 from the sale of the notes, computed as 


follows: 

Proceeds of sale of notes $13,000 
Selling price of property $20,000 

Cost of property 10,000 


Total profit to be realized —— 
when property is paid for $10,000 


Total contract price 20,000 
Per cent of profit or pro- 

portion of each payment re- 
turnable as income, $10000 

divided by $20,000, 50%. 


Face of notes $15,000 
Amount of income returnable 

where the notes satisfied 

in full, 50% of $15,000 75,000 


Excess of face value of note over 
amount of income returnable were 
the notes satisfied in full 7,500 


Taxable income derived from 
sale of notes $ 5,500 


Example (b): - Suppose in the example given above 

the M Corporation, instead of selling the notes, di- 
stributed them to its stockholders as a dividend,and 
at the time of such distribution the fair market value 
of the notes was $14,000. The company would derive 
taxable income in she amount of $6,500 from such dis- 
. position of the notes, computed as follows: 
Fair market value of notes $ 14,000 
Excess of face value of notes over 

amount of income returnable were 


the notes satisfied in full (com- 
puted as in example "a"™) 7,500 


Taxable income derived from disposition 
of notes $ 6,500 
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Repossession of property. -- Article 354, Regulation 
74, provides for the reporting of a gain or loss in 
the case where the vendor has retained title and on 
default of the purchaser repossesses the property. 
The application of this provision may be illustrated 


by the following example: 


First year -- property sold 
Selling price: 


Cash $ 6,900 
Mortgage (face value and also 
fair market value) 4,000 
& 10,000 
Cost 7,000 
Gain reported $ 3,000 


Second year -- property repossessed 


Gain reported, first year $ 3,000 
Depreciation while in vendee's 
ossession ( 1 year at 4% of 


7,000) 280 
$- 3,280 
Payments actually received in 
lst year 6,000 


Deductible loss, second year $ 2,720 


Third year - property resold 
Selling price ¢ 11,000 
Cost (original cost of $7,000 less 
depreciation adjustment in 
second year, $280) 6,720 


Gain | $ 4,280 
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Article 55%4also provides for the reporting of 
gain or loss where title has previously passed to 
the purchaser and the vendor reacquires the property 
upon default of the purchaser. The principle in- 
volved is that the original sale in which title 
passes to the purchaser is one transaction and that 
the subsequent repossession by the seller is an en- 
tirely separate transaction and that gain or loss is 
to be computed on each. These provisions may be il- 
lustrated by the following actual case: 

The taxpayer sold a farm in 1920 for a total 
consideration d@ 44 x dollars (face value). He re- 


ceived x dollars in earnest money in 1919, 8 x dol- 


lars in cash upon the delivery of the deed in January 


1920, and notes for 355 x dollars payable in twenty 
years, carrying 5% annual interest. The notes were 
secured by a purchase money mortgage. The March l, 
1913, value of the farm was 28 x dollars, which 
amount was in excess of what the taxpayer paid for 
the farm prior to that date. The taxpayer treated 
the transaction as a deferred payment sale not on 
the installment plan, and his income tax liability 
for 1920 was finally settled upon the basis that he 
derived no gain or eee cata no loss from the sale 
of his farm in 1920 because the notes received from 
the purchaser and secured by mortgage on the farm 


had no fair market value. 
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Eventually, the purchaser of the farm defaulted 
in paying the interest and the taxpayer repossessed 
the property in 1922, by a transaction which resulted 
in the surrender by the taxpayer of the outstanding 
notes secured by mortgage, in consideration for the 
property. The question is: What was the effect upon 
the taxpayer's income tax liability for 1922 on the 
repossession by him in that year of the farm which 
he sold in 1920? The following computation shows 
that the taxable gain to be reported in 1922 is 16 x 


dollars: 
Sale in 1920 

Selling price: 
Cash 9=x 
Notes (35x); fair market value 0 

Total = 

Basis of property 28 x 
Less cash received 9s 


Basis still to be recovered 
(Now represented by notes) 19 x 


Repossession in 1922 


Value of farm in 1922 oo x 
Basis of notes 19 x 
Gain taxable in 1922 16 x 


New basis for gain or loss 
on sale of farm 35 x 
The fair market value of the farm at the time of 


recovery by the vendor, must be presumed, in the 
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absence of fair and convincing proof to the contrary, 
to be 35x dollars, the amount which the vendor in 
effect offered for the property. (G.C.M. 880.) 

The result reached in the above case is the 
same as if the original sale was treated as an ex- 
change of property for other property and money (real 
estate for cash and notes) and the basis of the pro- 
perty received in exchange (notes) is arrived at by 
the same rule as is incorporated in Section 113 (a) 
(6) of the 1928 Act, that is, the basis of the new pro- 
perty (the notes) is the same as in the ease of the 
property exchanged (real estate) decreased in the 
amount of money received and increased in the amount 
of gain or decreased in the amount of loss that was 
recognized upon the exchange in the year in which the 
exchange was made. To further clarify the principles 
outlined in the foregoing case, and in Article 354, 
the illustrations shown below have been prepared. 
Case 3 is the same as the case just referred to. 
Cases 1 and 2 deal with the same figures but make 
different assumptions as to the value of the notes at 


the time of the original sale. 


1920 
Selling price 
Cash 9.x 
Notes oo x 
44x 
Basis 28 x 
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Gein: 


Case l. If notes treated as worth 
face value 16x 
Case 2. If notes treated as worth 


50x tix 
Case 3. If notes treated as having 
no fair market value None 
1922 

Case lL Case 2 Case 3 

Value offarm received Box Sox x 
Basis of notes oox 50x 19x 
Gain ' none 5 x 16x 
New basis for gain or loss35x oo x SOx 


It will be noted that in each case the basis of 
the notes exchanged for the farm in 1922 is arrived 
at by deducting from the original basis of the farm 
in 1920 (28x) the amount of cash received in 1920 
(9x) and adding thereto the gain reported in 1920. 
The same method is used to arrive at the new basis 
for determining gain or loss on a subsequent sale 
of the farm after its repossession in 1922. Since 
no cash is involved in the 1922 transaction the new 
basis of the farm is in each case the original basis 
of the notes plus the gain reported in 1922. 

If, instead of treating the farm repossessed 
as being worth 35x dollars, the face amount of the 
notes, it is assumed that it can be proved that the 


farm is worth only 30x dollars in 1922 the gain on 
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repossession in 1922 in the three different cases 


would be computed as follows: 


Case 1 Case 2 Case 3 


Value of farm received 30x 30x 30x 
Basis of notes Sox 50x 19x 
Gain or loss - 5x None Ewe 


Whether the method prescribed in the present 
regulations and illustrated above, of treating the 
repossession as an entirely separate transaction 
upon which gain or loss is to be recognized is war- 
rented is a question which will perhaps be taken 
to the courts at some time in the future. There 
seems to be no doubt, that technically, there are 
two separate transactions, and that Section 113 of 

' the law justifies the above method of computing 
gain or loss, although the application of the new 
rule works an apparent hardship in requiring a tax- 
payer in many instances to report a gain in the 
year in which he merely takes back property which 
the purchaser was unable to pay for, but receives 


no cash. 
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Explanation of abbreviations used in 


the section on income tax compuation: 


Oo. D. - Office decision 
S.or S.M. - Solicitor's memorandum 


B.T.A. = Decision of U. S. Board 
of Tax Appeals 


I. T. - Income Tax Unit ruling 


G.C.M. - General Counsel's memor- 
andum. 
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Illustrative Forms 
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Form of contract lease and conditional sale used 


by @ large department store. 
CONTRACT OF LEASE AND CONDITIONAL SALE 


MOGUR | MOSH: <tc ccaeseserncscces AOCOURE cesacs 
KNOW ALL MEN BY THESE PRESENTS, that I, ......e.eeeeee 
of SiGe hdd eo ES DO COPENH Cee S66 8s BRAVO hired of The A.B.C. 
Company, of Boston, Suffolk County, Massachusetts, the 


following described articles, viz.: 


For the use and as rent of said articles, I have 
this day paid to said A.B.C. Company the sum of 
Coe erescccosrescccesccsccccccsoccce AOllars, and I do 
promise further to pay to the said A.B.C. Company, its 
successors &nd assigns, the sum Of cecccccccccccseccce 
GOLLArs POT ceocccccvccccorccccceese With a carrying 
CHAPGS OF cecccscesccccvensecccecceee, the first pay- 
MORS UA Oe MAGS GH GE ccc cccccees GAY OF sevcccccccce 


and the monthly payments to be made on the cecceseeces 
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day of each month until such time as the sums so paid 
and to be paid by me Shall amount tO weserecssecveceo 
dollars and carrying charge as aforesaid; from which 
time said rent and all claim of the said A.B.C. Com- 
pany, its successors and assigns, to said articles 
shall cease, unless prior to performance by me ofall 
conditions of this contract I shall have made an add- 
itional agreement with said A.B.C. Company affecting 
this lease. 

I agree that until the full performance of the 
foregoing conditions and such further or other con- 
ditions as may be imposed by any additional agreement 
or agreements affecting this lease, the legal title 
of the above-named articles and any and all additions 
thereto shall be and remain in said A.B.C. Company, 
or its successors or assigns, except as hereinafter 
provided. 

I agree that if I fail to make payments as here- 
in promised or to perform any of the conditions of 
this contract, or any additional, the said A.B.C. 
Company, its successors and assigns, shall have the 
right, without being deemed guilty of anytrespass or 
tort, to enter any house or place where said articles 
may be, and take possession thereof and remove same 


therefrom, and upon so taking possession terminate 


i I} igen ‘* Ae 
; , ~noo rtemto 10 tediwt dove bis asof Fa InROO: et 
J 


elitist iagel eny eenel eid? gnaivoelts . iar 


ire 


anoitibhs ffs bas yas Baa seloivis bemeda-evods: al 20 
; Uisgnod .0.4.A Size ot nieuwe bas o¢ Leste ote 


ry 


a <ettaniersd as tqeoxe ,exalesas + erosesooue ett , 


to enottibooo eft to Yas m10t1eg 


Bete Tit 5, 
Fmt ©. 


eit evad Lieda’ .empis bes Scie &LOSROOONE edt Be 
i- ee te 


hu 7 
dt ,leselttbie yas to pesca 


10 eesqsen yns To ytiicg hemeodD ie sees tanh 


‘) 7 
4 


emee evomek bas tooxorit no Leneewog exee a 


et an lmred cod eBaReog asitalie’ o2 ahh bas 


all my right, title, and interest in said articles, 
together with all liability on the part of the said 
A.B.C. Company, it successors and assigns, for all 

money received by them for the use and rent of said 
articles, subject to the provisions of law relative 
to redemption and foreclosure. 

I agree that, if any balance remains due from 
me to the said A.B.C. Company after the time above 
provided for the final payment, I will pay interest 
monthly at the rate of one-half of one percent on 
the outstanding balance until its payment in full. 

I promise to give the said A.B.C. Company, 
immediate notice of any attachment or adverse claim 
by any person or persons against said articles. 

And I further promise and agree that so long as 
said rent shall be payable as aforesaid, I will 
not injure, sell, mortgage, or re-let the said 
articles, or remove thom From ceccccsccccccsccccces 
without the written consent of said A.B.C. Company 
and that, in case of failure to pay the said rent, 
I will, on demand, return the said articles to said 
A.B.C. Company, its successors and assigns, and the 
amount of the excess, if any, of the depreciation 
thereon, over and above the amount of rent already 
paid, amount of depreciation to be computed from an 
assessed value of goods returned, and made by the 


A.B.C. Company. 
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I agree that, if I fail to make payments as herein 
promised or to perform any of the conditions of this 
contract or any additional agreement, the said A.B.C. 
Company, its successors and assigns, shall have the 
right at its option, on written notice to me, after 
any such default to demana immediate payment of the 
entire balance whether then or thereafter payable 
under this contract or any additional agreement; and 
payment of said entire balance on such demand shall 
vest in me legal title to said articles. 

I further agree that if any or all of the 
‘articles specified herein shall be destroyed, damaged, 
-lost or stolen while there remains any unpaid bal- 
ance of the sum herein, provided for payment as rent 
for the same together with carrying charges thereon, 
I will on demand pay such balance to the said A.B.C. 
Company, its successors and assigns. 

It is agreed that the said A.B.C. Company may 
cancel this contract at any time before actual de- 
livery of the above articles, but in case of such 
cancellation the deposit paid shall be refunded. 

I have carefully read this contract before sign- 
ing it, and have received a copy of the same. 
Executed and delivered 


in the presence of 


Signed by 


For the A.B.C. Company 
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Form of additional contract of lease, etc.:;: 


ADDITIONAL CONTRACT OF LEASE AND CONDITIONAL SALE 


Boston, Ma@sSS., cescecceecee 192... Addition to 
Account No. ..... 


KNOW ALL MEN BY THESE PRESENTS, That I, ..cccwerrece 
OG os sennenaas chaenemas UOLOUy Nite oC the’ s.BSC. 
Company, of Boston, Massachusetts, the articles 
listed below, which, together with the articles 
previously hired by me and listed in agreement of 
lease and conditional sale dated ..ccccseceelISecee 
and known as Account No. ....... and all additions 
BUGEEEO, Are to be used by me At escccccecccvesscer 


For the use of all the above-listed articles and 
those previously hired by me and listed in said former 
agreement of lease and conditional sale and in all 
the additions thereto, I have this day paid to the 
A.B.C. Company .....-++.e-++. dollars, and agree to pay 
to. said Company the sum Of cccccccceccccessee AOllars, 
on the ..e.cceoe Gay of each month beginning ....cceoee 
with interest/ or a carrying charge Of ....ccecscceees 
until the sums so paid shall equal the amount above 
listed plus the entire unpaid balance of any and all 
previous leases to which this agreement is an addition. 


It is understood and agreed that the foregoing 
provision for monthly payment shall be in substitution 
for the provisions of the original lease and any addit- 
ions thereto so far as affects monthly payments accru- 
ing after the date hereof, and that in all other 
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respects the articles listed above shall be held, to- 
gether with articles listed in said original lease 
and the additions thereto, upon the same terms and 
conditions and subject to the same agreements set 
forth in said original lease, and that title of all 
said articles shall remain in said A.B.C. Company, 
its successors and assigns, until all of said monthly 
payments shall have been made. 


Executed and 
delivered in 
the presence 
of: 


Signed by 


For the A.B.C. Company 
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Contract of Lease and Conditional Sale of Electrical 


Appliances 


THE A.B.C. COMPANY 


Boston, - Massachusetis 


THIS IS TO CERTIFY THAT I, cccccccccccccccccecs 
a) Seaeuretepebuberineacsee GM ERIS GRY cevacessces 
192 ..-, have hired and received of the A.B.C. Company 
the following described articles, which shall be con- 
sidered personalty and in no way attached to the 


realty: 
Description of Appliance Mfd. by Appliance No. 


For the use and as rent of the said chattels, I 
have this day paid to the said A.B.C. Company the sum 
Of eocccccvceceeee AOlLlars, and I promise further to 
pay the sum Of wcccccecsceceseveeee AOllars on the ..e.- 
day of each consecutive month beginning ......2-.,192.. 
until the sums so paid and to be paid by me shail 
amount tO .secorccoeeeee AOllars,. in addition toa 
carrying charge Of .eccceesseseeeee GOllars, from which 
time said rent and all claim of the said A.B.C. Company 
to said articles shall cease. 

In partial liquidation of the above indebtedness 


the A.B.C. Company agrees to grant an allowance of .ee. 
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dollars on a certain piece of apparatus known aS ..-e. 
eeeee to Which I warrant that I possess full title and 
ownership which I now entirely grant to said A.B.C. 
Company. I agree that the above allowance is a fair 
and equitable appraisal of the value of said apparatus. 

I agree that if I fail to make payments as herein 
promised or to perform any of the conditions of this 
contract the entire balance will then become due and 
payable and I agree to make such payment or return said 
appliance on demand and without legal process. 

I further agree that so long as said rent shall 
be payable as aforesaid, I will not injure, sell, mort- 
gage, or relet the articles covered by this contract, 
or remove them from weseecscccccrcveesecesees Without 
written permission of said A.B.C. Company. I agree to 
be responsibie for any loss caused by theft or casualty 
of any description. I agree that until the full per- 
formance of the foregoing conditions the legal title 
of the above named articles shall be and remain in said 
A.B.C. Company. 

I certify that the agent or representative of lhe 
A.B.C. Company has made no written or verbal contract 
with me other than as herein stated and that no ex- 
pressed or implied agreement shall limit or qualify the 


terms of this agreement. I understand and approve of 
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the terms of this contract and have received a copy of 


the same. 


Salesman @eeoeesvoseeeveoeoe#teeeveeeeee e868 @ 
Signed by @eeeseoevoe@seeesoseeoeeeee2es8 8 


Address seeseeoeseeeseoepeweeeee*7eseeonee es 


-O- 
The reverse side of this agreement is shown as 
follows: 
FOR OUR INFORMATION ONLY. : 
: : Date Credit By 
Name in full .. : 
Husband's Name .... : 


Occupation ... H 


Employed by .. 


Employer's Address .. : 
Department .. 

References: 
Name .. 


Address .. 


e . . . . . ° . e . . 


Name .. 
Address .. 


Remarks ... 
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Form of conditional sale agreement used by a 
large department store in Boston, Massachusetts. 
This form is made in duplicate, one copy going to 


the customer and one copy being retained by seller. 


CONDITIONAL SALE 
AGREEMENT made between the A.B.C. Company, a 
corporation duly established by law and having its 
place of business in Boston, County of Suffolk, and 
Commonwealth of Massachusetts, hereinafter celled 


The Company, and 


Dict iee ect Peers een eeseeas OF. sehené ne tabee seve 
hereinafter called The Buyer. 

In consideration of the payments hereinafter 
specified and of the mutual promises and covenants 
herein contained, The Company agrees to deliver at 


see eeescerrccecocsccveseveece the following goods: 


Total merchandise $..... 
Carrying Charge i i 


Total ere 


150. 
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The Buyer has this day made a payment of ....... 
dollars (in which is included the carrying charges) 
and agrees to pay at this store without further no- 
tice or demand .cecccecccccccceceeesee GOllars on the 
odes daae ods the OF -OVORY to- ocnceceed- beveafter until 
said Company shall have received the full sum of .... 
dollars. 

The Buyer for himself, his heirs, executors, and 
administrators agrees as follows: 

FIRST: To keep said property in good condition 
and to indemnify and save harmless The Company for 
any damage to or destruction of said property. 

SECOND: That said property will not be moved 
from the premises aforesaid without the consent of 
the Company first being received in writing and will 
not attempt to sell, mortgage, pledge, let, lease, or 
raise money upon said property, or in any way to pre- 
judice or jeopardize the title of The Company in said 
property. 

THIRD: The Buyer agrees to pay interest at the 
rate of 6% per annum on any and all payments not mde 
when due. 

FOURTH: The Company agrees to give the Buyer a 
Bill of Sale when said agreed purchase money shall 
have been fully paid, until which time no title or 
property in said machine shall pass to the Buyer. 


hevom ed son ILiw ysteqetg bisa fect ae . 
to ddeance eft tvoddiw biseerots aseimerg oxida 
ifiw bas galticw of bevieoss sates sa mperiy 


Sise ai yaeqmod ed? to eldit ony exthzeqoot x0 | a 
wat cr eqc 

edt ts daosetek yeq of eooTys reywd est Carer oe 
eb.an tom ees, iie Sas yns io suis 23q. ms x0 


iisda yecom oustoiwg beergs piss sea 9 a 
to eltit om omit déidw ‘iitas bheg x 
ee. ead ov 8eBq ‘Lisde Ne i 


FIFTH; The Buyer understands that the title to 
said property shall remain in The Company until all 
the above payments are paid in full and upon failure 
by the Buyer to make any of said payments or to per- 


form any of the agreements contained herein then the 


whole shall become due and payable and The Company by 


its officers or agents shall have the absolute right 
without further notice or demand to enter upon any 
premises where the sides denabibed property may be 
located, and retake possession of the same, and in 
the event of such re-taking, The Company shall not 
in any way be responsible for damages of any kind. 
Upon such re-taking or possession, all rights of the 
Buyer hereunder shall cease and all sums paid by the 
Buyer shall revert to The Company, which shall have 
the absolute right to retain the same as liquidated 
damages. And the Buyer will hold harmless said Com- 
pany from any claim of any nature that may arise ftom 
the retaking of said property. 

The Company may rescind this agreement to de- 
liver said property and to cancel this conditional 
sale at any time before the property is delivered 
and actually in the custody of the Buyer, without in 


any way being responsible for such cancellation. 
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I have always been faithful in paying my obliga- 
tions and am making this statement for the purpose of 
inducing you to grant me this privilege and I give 
you my pledge that you may feel safe in trusting me 
to do as agreed. 

The entire agreement between The Company and the 
Buyer is herein stated, and no representative of The 
Company may change or modify its terms, in any way 
whatsoever. 

Dated at Boston, this eeccccccccee AAY-Of coceee;s 
19.5 » 

Buyer's Name ...c-cccccoeeeee The A.B.C. Company 
BEGPOSS cucdsccsscdtevccescess BY 


o*eet@oe eee eoeeeeeeeeeee 8 @ 


Salesman @eeeeeoee*weeoeevevreeeeeene 
I hereby acknowledge receipt of a duly executed 
copy of the above contract this .cccscccecccree Gay 


Of wecccsccecevee, 192... from said A.B.C. Company. 


Signature eoeeeseoveeeeevreeeveas eevee en eevee @ 
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Questions to be answered by the Buyer for the 


files of the A.B.C. Company: 


How long at above address? 

If married, husband's occupation or business? 
Member of firm? 

If employed, by whom? 

In what capacity? How long? 
Business address? 

Name and address of nearest relative . 

Real estate located at 

Business references: 

Banks: Commercial 


Savings 
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135. 
Type of promissory note used by the Blank Company: 


GRE VA ae. awe were COWMNGY cacesecccccs = SUBTO seccsos 
Date 
For value received, .... promise to pay to the order of 
THE BLANK COMPANY, Philadelphia, Penna., 
AER FVD AGSG% eso ewer DOllars ($5.4.+.-) 


In ..e... payments, payable as below: 


Date Paid Collection No. 


1 month after date ° : 
2months "*" - 
3 i sb | "! Z 
4 tt wv A 
5 w tt tt ‘ 
6 t "W " y 
7 ? " 

8 tt n t 


. . es bes - . e . = . * es e . 7 . . e 
. e . . . . e e . e 


It is agreed that default in the payment of any of the 
above payments, at the option of the holder hereof, 
shall render the unpaid balance of this note immediately 


due and payable. 
= Ss note represents mon 7 yor? = 


- ments only - not price of register - 
Style & 


Register No. ..cccocceeFinish ....cee+4 BUSINESS: scsecceee 
Notice to Agents: Print | 


name of customer here SIGN HERE 
Oe ceoccscces Ave & St. 
CLG sc ecevecesiesiesescces By 
Memo: Make of above note (When signing for firm or 
requests collections be corporation, place name 
made through ..cccccccere and title opposite word 
"By", 


For general use, except in 
Ark., Gonn., and Ill. 
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Form used by the Blank Company to record the 


payment of instalments in the sale of cash registers: 


Account eee oevpoeowpoeosvp eevee eseeveeaes*eeaeweeveveeve eee ereeoeeveeveee eee ee ee 8 @ 


BURT & 462. o:6 6 WME A 8.6 ia State So pe as @. & County e@eee#e 
PEPeGs ADGVEGS Ves aneeheas sWeetenccecvcces ZFAGCOP ceces 
Order date ...... Shipped ...... Delivered ...csccccees 
Order No. eecce 


Amt.o ote ate 


Date Debit Credit Balance Description 
:Due Amt. 


1 :Date 
2 :Jan 
3 :Feb 
4 sMar 
5 :Apr 
6 :May 
7 :Jun 
8 : July 
9 sAug 
10 :Sept 
il :Oct 
12 sNov 
13 :Dec 
14 ;Jan 
15 :Feb 
16 ;Mar 
17 :Apr 
18 sMay 
19 : Jun 
20 : July 
a1 :Aug 
22 :Sept 
23 :O0ct 
24 >Nov 
25 ;Dec 
26 ;Jan 
:FeD 
:Mar 
sApr 
;May 
:Jun 


(Front side) 
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(Reverse side of preceding form) 


Cancelled Dr.or Cr. Amt. Amt. 
Agents Commission Record date date Dr, Cr. 


COMMISSION ON RENTAL 
(Where machines are rented until sale is made) 


Factory No. Price 


Ratings ....Terms .... Allowance ..... Selling Price .. 
BUSINESS wecescvccecs 

Change in terms order date? ...... - Disposition ceeece 

AGGOURG GSSuUMEd DY ...scocseceseees- Order date ......4- 

Sales Audit ........ 


Note to Coll. Final Pay 
Agent Dept. Letter 
Lien ‘ Check up 

Letters _ 

Letter No. 

Date 

Amount 


Tickler 
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Combination application, agreement, and ledger 


card used by a large retailer of men's clothing in 


keeping the accounts of its instalment customers: 


FOR VALUE RECEIVED, I 
promise to pay to The X 
Company orader at their 
office in Boston, Mass., 

the sum of $....... cash, 
and $..+.... to be paid 

OD GOO coecese GAY OF seve 
and $ ...... to be paid 

on each ...+e. Of each suc- 
ceeding week until the full 
amount of this note is paid. 
Failure to pay any install- 
ment when due shall at the 
option of the holder of this 
note mature the entire bal- 
ance then outstanding to- 
gether with any costs in- 
curred in collection and a 
reasonable attorney's fee to 
be 25% of the amount due 
when sued upon, with a mini- 
mum fee of $5.00. This note 
is given in payment for the 
personal property described 
herein. 

I have read and fully 
understand the above, and 
agree to camply with the 
terms and conditions therein 
expressed. 

Witness my hand and seal 
this, the cecceccce Gay Of... 


€¢6¢6.96¢96 6 & 8 ¢ SOB. ss * 
Signed eeeeoev eee eeeveeetoeoevee eee eo @ 


Witness @ese@eov see eeeseeeveeeseee 8 
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Remarks:.. 


Date Paid Amount 
Paid 


Bal- 


ance 
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The reverse side of this form contains the 


following questions to be answered: 


Name 

Address 

Former Address 
Employed where 

How Long Employed 
Former Employer 
Position 

Do you own property 
References 


Other credit accounts 


Bank Account Where 


How Long Phone 

How Long Phone 
Address Phone 
Position 


How long employed 
Married Age 


Kind of property 


Average income 
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Page from customer's receipt book used by a 
retailer of men's clothing selling in part on the 


deferred payment or installment plans: 


Name 
Address 
PAYMENTS DUE : PAYMENTS MADE 
Amount Date : Date Amount Rec'd 
Due Due ; Paid Paid by 
Initial . 
Payment H 
Payment #1 2 
2 : 
2 3 
4 $ 
5 4 
6 : 
7 3 
8 : 
g : 
#10 


Payment Received in full by 


THE X COMPANY, BOSTON, MASS. 


Notations on the reverse side read: 


Payments must be made on the day they are due without 
variation. 


Always bring this book when making payment 
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General form which is permissible in the 


following states: 


Alabama Nevada 
Alaska New Jersey 
Arizona New York 
Arkansaw North Dakota 
Delaware Oklahoma 
Florida Rhode Island 
Illinois South Dakota 
Indiana Texas 

Kansas Utah 
Massachusetts West Virginia 
Minnesota Wisconsin 
Montana 

Nebraska 


DANY scccvdebeoveceeges COUNTY ceccccccens BEAtO cece 
THE BLANK COMPANY, Philadelphia, Penna; 
Date e¢e@re e829 66 


Please manufacture and ship freight prepaid to ..... 
*eseeeoeee vaeeeoeeaesee se Sts, SHIGA oe Eee deere eGkty S 6:44. &. & ©. G48 
County .cccccsceeese.- State, or to the nearest 
railroad station, (Residence address ....cesseceesee) 
cooccescoces Of YOU NOw cccccccvescccceseeregisters, 
dcislese'ee dee stanish, denomination of -keyS ..cscccscece 
FOr USEC IN cocoecccccvcccsceceoecee HUSinesSsS, for which 
the undersigned agrees to pay YOU ccccccccvscceseves 
dollars ($.......) as follows: 


coeccccese CASH; 

eoeecsseee CASH On arrival of register, and the 
following amount to be evidenced by note: 

Jedi decode AM néucewe & Monthly payments of Becceece 
and @eeeerernreeese as aie niches 


Five per cent discount allowed for cash settlement 
on arrival of register, but no discount allowed on 
eredit for exchange registers or on autographic 
registers. The purchase price, less any payment 


thereon, shall, at your option, immediately become 
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due and payable, upon refusal of undersigned to accept 
the register when tendered, or to make any cash pay- 
ment, or to execute and deliver the note or to make 
any payment provided for therein; you or any person 
authorized by you, if you so elect, may immediately 
repossess the register, and retain as rental for use 
of said register while in the possession of the under- 
signed, all payments theretofore made. Should the 
register be lost or stolen, destroyed, injured or 
damaged by fire or otherwise, before the price has 
been fully paid, undersigned agrees to complete pay- 
ment, notwithstanding such loss, destruction, in- 
jury or damage. Should the register get out of order 
from ordinary use within one year from shipment, you 
will, without charge, repair it, provided undersigned 
pays the transportation charges on it to and from the 
factory or nearest agency able to make the repairs, 
or traveling expenses of repairman. Under signed to 
pay for any repairs made without your authorization, 
and to pay all taxes on the register and, in event of 
default, to reimburse the Company to full extent of 
taxes paid by it. 

The register shall remain your property until 
the price, or any judgment for same, is paid in full. 


This contract covers all agreements between the 
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Special form for the use in Pennsylvania: 


CA Gy \ 00 alee teers 6 fe fope 6 6.0 «0 + COUNLY. 0 0.0.6 ocicecescese cokes 
Date coccccccccelIaes 
THE BLANK COMPANY, Philadelphia, Pa. 
Please manufacture and ship freight prepaid to 
ea ehie a ae ee ir akc oii wie hms 01d, i ee. 6 © 0o.0c0.c0 0.0.0 2. GOUn by 
Pa., or to the nearest railroad station, (Residence 
BAAMBAS i cases o-- Ol FOUR. Nos. coc.nnsisisn 0.00006 002.Pegisters 
aneanpeinesscecese finish, denomination of keys .ccccece 
eG OR hes en ean, LOE MEG 1B paneer ncraneeesa 
business, which the undersigned hereby agrees to lease 
from you for a term of ..... months from arrival there- 
of and to pay you as rental therefor the sum of §$...... 
im .ecesese monthly payments of $ ....ecseee Cach, and 
ee ome dat Ol Be bacdacncee- es} Mndersigned .to give you 
his promissory note for $ ......... payable in similar 
monthly payments as collateral security for payment 
of said rental. 

Undersigned further agrees to pay you $ eeeresoee 
forthwith and $ .......e..+. upon arrival of said 
register as a deposit to partially secure fulfillment 
of this agreement on the part of the undersigned. 
| or 


At the expiration of the rental term above speci- 


eenned. kiss aay 2VFio pee: oa. crete b, 

soneblees) ,aotisie beotl tex feonsen eit ot a et he nd 
BIOTALDOLecwrcerersererseee sO UOT ‘to sevave - (asenbae 
2a eyed to aolisnimomed , dabad sen bee err ener eee Ag 


eevee eeereen eee ee at ean xoT ee Or bestsy 
easel ct aeeotge ydeted benglerebas edt dotdn enentand 
-giedt isvitais mot? ens MOM .sssue to met £ mot BOY, most 


ia to mye sit sotetets Iefaez <a 0% ws ot bas to 
‘, ie 

bas fose eoeeververvree es $ to es nemsg Vino aie eeeee fe a <4 
ae 


voy evig ov Seapiemebay Fa toh % to been chine 


sel inia at elds wa 5s oe ¢ 071 et on vibe Long ue 
tnesyeq t0OT ut ituiose Sexetsifoo ep-stnemygsq yl. eum 
-letaot bie ro 
Vy Pits: 


esscusces | NOY VRG. 0d Beotgs iaadiaat bemteredal ome . : 


fies to isviarzs DOCS ev ecewesrncce $ bas ae imteaot iN a iat 


' ‘Sa 
tnomliliivt emoos yiisitaeg of tieoqed 8 as oe Pipe 3 


, i 
é oe 
a fie 


-tooqe evode sriet Letae edt to coltenigrs & 


fied undersigned agrees to surrender said cash re- 
gister to you in as good condition as when delivered, 
excepting damage caused by reasonable wear, whereupon 
you are to return the amount paid to you as a deposit, 
provided all terms of this lease have been complied 
with; undersigned to have the option, after surrend- 
ering said register, to purchase same upon payment 

of the amount to you to be deposited as partial 
security. 

It is agreed that upon failure of undersigned 
to make any payment of rental, or upon the issuance 
of any attachment, execution, distress for rent, or 
like process against undersigned, or in the event 
of undersigned becoming insolvent, of the filing of 
a petition in bankruptcy by or against him, the un- 
paid balance of rent for the entire term shall at 
once become due and payable and you may immediately 
take possession of said register. 

In the event undersigned should refuse to ‘ac- 
cept said register, or fail to pay any part of the 
cach deposit above provided for, or refuse to execute 
and deliver said promissory note, or fail to pay 
any installment of rental promptly when due, under- 
signed hereby authorizes and empowers any attorney 
of any Court of Record in this State or elsewhere b 


appear for and enter judgment with or without declar- 
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ation against undersigned and assess damages as 
follows: In the event of refusal to accept register 
in an amount equal to forty per cent of its value 

as herein expressed, which amount is hereby considered 
and agreed upon by both parties hereto as proper 
liquidated damages for such refusal; or if said re- 
gister has been accepted and default is made in any 
payment above provided for or in the execution or 
delivery of said promissory note, then said damages 
shall be an amount equal to the whole or any part 
unpaid, under this agreement; and in any case said 
judgment shall include in addition to said damages 

all costs and an attorney fee of fifteen per cent. 
Said attorney is further authorized to release all 
errors and waive any right of undersigned to appeal, 
and the benefit of all appraisement, stay, or exemp- 
tion laws of this Sate. The remedies provided herein 
are cumulative and not in the alternative. 

Should said register get out of order from or- 
dinary use within one year from shipment, you will 
repair it free of charge provided undersigned pays 
the transporation charges on it to and from your 
factory or nearest agency capable of making the re- 
pairs, or traveling expenses of repairman. Under- 


Signed to pay for any repairs made without your 
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authorization, and to pay all taxes on the register, 
and, in event of default to reimburse the campany io 
full extent of taxes so paid by it. 

Should the register be lost or stolen, destroyed 
injured or damaged by fire or otherwise, before the 
rental has been fully paid, undersigned agrees to 
complete payment, notwithstanding such loss, destruc- 
tion, injury or damage. 

This contract covers all agreements between all 
perties and shall not be countermanded.s 

LE Pe Teer eee ee 
Accepted wceccccceee 192... 
THE BLANK COMPANY DY séecosewoudegeserves 
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Special form needed for use in Virginia: 


CLEY .csccebeweebrosesessecss GOUNTY esecsose Virginia 
THE BLANK COMPANY, Philadelphia, Pa.» Date .......192.. 
Please manufacture and ship freight prepaid to .eccceee 
BUrGet, teavinseseccan CAV; Deccscccecee Gounty, Va., 
jccnvctesebuaon OF your Blank @ash registers ..cscseser 
finish; denomination of keys ...s..e-... Style No..... 
POOCOTY GOFiBL BOs: sesecwccecssecee, FOF USE 1M covsese 
business, for which the undersigned agrees to pay you 
Setevebeeb@betetecaesecens GOllara ($......-} a8 follows: 
Biss Che eee Oe 

ics keedocem, ORMM- O8 vi. .seeeel98..., and the following 
amount to be evidence by note; 

DeVocvdcisnts Sh. cccskcoe Monthly payments of $i ii cs csse 
Oe Sues Gace Bane cow e esses: RRO Titst-of such pas— 
ments to become due and PAYADLS ON seeeseeeeseeeseseves 
and the others on the ........ day of each succeeding 


month. 


: 


Five per cent discount allowed for cash settlement 
on arrival of register, but no discount allowed on 
credit for exchange registers, or on autographic regis- 
térs. You are authorized to insert the factory number 
of the register and the dates when monthly payments be- 
come due. The purchase price, less any payment thereon, 


at your option, shall become due and payable, upon re- 


Cr ak 
ee 


$ :etatga hy ate 


P Jae. 


eu 2 


ainrty erpesaes eer yWoauod shes tet ar 


oe he 


Sevebcuin oF bisqesg tig tert qide bas ont 


- 
x yf ' ca: <6 
(BV YTMIOD cc vadscscsee «Qe se oh GETS 9 . 


ee Se ee etetets oT eso ores £8 THOT to es Seweees ay 


: eve: 


ee a 
seee Ok OLYIS wascssenens GYSR TO cotteain oneb” iaeiaee: 
fs: ee ee eee ot Sev DT ee eevee reeeoeneeee . « on ceis0e vrosoet 


1 ar Rael 


 -goy ysq ot score benstetebas edt dofdw aot eaeate 
sawolfot Es .; se ene | ere lios ov ew ernne Kase cman 
= - 


‘deso ee es ee Ae rh 


i r = ore < : o, tee Se 7 
y Bei rE fo Wile Dis y 9 3 one ses we Ko feso Bae eens 


F ; av 
~ : : r y 
: seson Yd eenehtve ec of sesh 
iv : : 
%- 

a#e2e e@oeveaeee ” ~~ 

-~“veq nove I0 


- SefFeBoreresve?teeoedesetaesns ee ia! eld sysg Drs sub-omooed os edt : 


giibeesove dose to yah ....+.e¢2 OF mo etedto edt h 


> 


etevalget spaecoxe “ot th 


— >: - «ff heeerrousds - a or 
-Binet Singers oT: 78 fC sO 
- * 


yodaun yrotost sit treent of bexizodive ets yor . 


“Oc Sv MoOnyeg vinincom sentw eevsb edd sc patsiaas 4 ut to. 


aio Ti 


Sad 


 poor9edt taomgeq wae ceel ,eoltg , Senior 
Py sig 
Ox Traits, oidaveg ne oud emcees Lia 

i nv 7 ; 7 

1 elle Me 


149. 


fusal of undersigned to accept register when tendered, 
to make any cash payment, to execute and deliver the 


note, or make any payment provided for therein; or 


“you, or any authorized person, if you so elect, may 


repossess register, and retain, for its use while in 
possession of undersigned, all payments made. The 
benefit of exemption as to this debt is waived by 
undersigned. Should register get out of order from 
ordinary use in one year from shipment you will re- 
pair it without charge, provided undersigned pays 
transportation charges on it to and from the factory, 
or nearest agency able to make repairs, or traveling 
expenses of repairman. Undersigned to pay for any 
repairs made without your authorization, and to pay 
all taxes on the register. 

The register shall remain your property until 
the price, or any judgment for same, is paid in full. 

This contract covers all agreements between the 
parties and shall not be countermanded. 
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150. 
Form used in Michigan: 


CIty ccccessccasseccessese COUNTY weeeeseee Michigan. 
DATE sacsscservcveselhGA.e » 

THE BLANK COMPANY, Philadelphia, Penna: 

Please manufacture and ship freight prepaid to ..... 

Cth bebe ter aed DUPROUs Kent ewanss owOhy ,. seveccnet 

County, Michigan, or to the nearest railroad station, 

Pen CONG BENOOR oc cialis piper eedvestl covceces OF 

Your NO. ccccocceccccceecese Yegisters, deve acadieiah, 

denomination of keys + (ethiay for use in 

eoscccvecccccscccceece DUSiNesS, for which undersigned 

grees tO PAY YOU ccceccccceccesssvessereee DOLLATS 

(Scones sce) Oe 2OlLewe: 

Giwcccs GGA 

$....... Cash on arrival of register, and the follow- 

ing amount to be evidenced by note: 

Sinsceew BM eweccus MOnShly payments of $ 2... 6ce00. 


and 6 O@2.8 @e es FS of iiss es dees ashe sige VA oene ne kee ee 


Five per cent discount for cash settlement on 
arrival of register, but no discount allowed on 
credit for exchange registers or on autographic 
registers. Upon refusal of undersigned to accept 
the register when tendered, or to make any cash pay- 


ment, or to execute and deliver the note or to make 


MELT Tene corse es’ \eaetalget ear ee cet 
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payment provided for therein, either the purchase 
price, less any payment thereon, at your option, 

shall immediately become due and payable and you 

may sue therefor, thereby vesting the absolute 


title in the undersigned, or you, or any person 


authorized by you, if you so elect, may immediately 


repossess the register, and retain as rental for 
us of said register while in possession of under- 
signed, all payments theretofore made. Should the 
register be lost or stolen, destroyed, injured or 
damaged by fire or otherwise, before the price has 


been fully paid, undersigned agrees to complete 


payment, notwithstanding such loss, destruction, in- 


jury or damage. Should the register get out of 
order from ordinary use within one year from ship- 
ment, you will, without charge, repair it, provided 
undersigned pays the transportation charges on it 
to and from the factory or nearest agency able to 
make the repairs or traveling expenses of repairman. 
Undersigned to pay for any repairs made without 
your authorization, and to pay all taxes on the 
register, and, in event of default, to reimburse the 
Company to full extent of taxes paid by it. 

The register shall remain your property until 
the price is paid in full. 

This contract covers all agreements between the 


parties and shall not be countermanded. 
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Special form needed for use in New Hampshire: 


City Vee evicteeccccevese. County ...... New Hampshire. 
Date iscesscséescek9Z... 

THE BLANK COMPANY, Philadelphia, Penna. 

Please manufacture and ship freight prepaid to ........ 

DUCGONs bean teraewrrcesccns GLU, seevrevccevctcons GOUNEY, 

New Hampshire, or to the nearest railroad station, 

(Residénéé Addrega Fos. ce cc veces )}escoes OF Your 

NO. scooocss POGISTETS, «..seeeeeee-e Linish, denomina- 

WHOM "Oe BOGS epee ceded ist véseiaesené cvs FoF use in 

Sc veesosesoveseseseesess DUSiness, for which undersigned 

agrees to Pay "YoU Ose devedsvecessss- DOblars ($....00); 

as follows: 

Soo. STILE eaash § 

$ seeeeeee Cash on arrival of register, and the follow- 

ing amount to be evidenced by note: 

Pere rr e tn Piet. ds MORI Paymetta ‘of ‘GF... oT ee 


and e€i¢ee Ge del Se eer ree Freee ee ree eee Pe ee 


The register shall remain your property until the 
price, or any judgment for same is paid in full; and 
upon failure of undersigned to make any payment, if 
you so elect, you may repossess the register and retain 
as rental all money paid. Undersigned agrees to pay 


all taxes on the register, and to complete payment if 
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register is lost, stolen, damaged or destroyed. 


This contract covers all agreements between 
the parties and shall not be countermanded. 
| Geet heey)” esas oS ba ee eee ee 
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We severally swear that the foregoing memoran- 
dum is made for the purpose of witnessing the lien 
on cash register No. ....e.ccescecess , and the sum 
due thereon as specified in said memorandum, and 
for no other purpose whatever; and that the said 
lien and the sum due thereon were not created for 
the purpose of enabling the purchaser to execute 
said memorandum; but said lien is a just lien, and 
the sum stated to be due thereon is honestly due 


thereon, and owing from the purchaser to the vendor. 
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THE BLANK COMPANY 
DUUaeheeebs *20%00000 000s 


The State of New Hampshire }_ po 
COuUnuy CE Wie cb Vid ors eee wees 


On this eeeese day of eeoeoeeeeeseeceseesy A person- 
ally appeared DETOTS Me Vececcccccccsccccccesees and 


swore and subscribed to the above oath. 


Justice of the Peace 
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Special form for use in the State of California: 


GIUY ccsccmeaeeeiees eevee COUNTY w6.eecee California. 
DATE cvsceseroe AGBowe 

THE BLANK COMPANY, Philadelphia, Pa. 

Please manufacture and ship freight prepaid to No. .. 

SPEC IGRSE Thee BENOGE, bsesicictccacecccsses CLEY, 

eovececvesesseee COUNTY, Calif., or to the nearest 

railroad station, (Residence address .....sscesccces) 

coecceccee OF YOUL NO. coccvrcccccccccccesee registers, 

sesvcveeses finish, denomination of keys, ..ceseceess 

Tor USEC 1M .cccccesecocccvececee DUSinNessS, for Which 

undersigned agrees to pay yOu cccocccvccsoeece GOLIATS 

(S..ccecce), a8 follows: 

S. ceteess GOR 

G .seeeeeee Cash on arrival of register, and the fol- 

lowing amount to be evidenced by note: 

$ eccesee IM ooeee Monthly payments of $ ........and 


eeneevee oe @ ae HUME 4 TAs rks Fede éwaca ce cceiercscs 


Five per cent discount allowed for cash settle- 
ment on arrival of enibtor. but no discount allowed 
on credit for exchange register, or on autographic | 
registers. Undersigned agrees to keep the register 
insured at all times at his own expense; loss, if 


any, payable to you as your interest may appear. 
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The purchase price, less any payment thereon, 
shall, at your option, immediately become due and 
payable upon retsal of undersigned to accept the re- 
gister when tendered, or to make any cash payment, 
or to execute and deliver the note or make any pay- 
ment provided for therein, or you, or any person 
authorized by you, if you so elect, may immediately 
repossess the register. Should it become necessary 
to enforce any provision of this contract by suit, 
undersigned agrees to pay all reasonable attorney 
fees and costs. 

Should the register be lost or stolen, destroyed, 
injured or damaged by fire or otherwise, before the 
price has been fully paid, undersigned agrees to 
complete payment, ,notwithstanding such loss, destruc- 
tion, injury or damage. 

Should the register get out of order from ordin- 
ary use within one year from shipment, you will, 
without charge repair it provided undersigned pays 
the transportation charges on it to and from the 
factory, or nearest agency able to make repairs, or 
traveling expenses of repairman. Undersigned to pay 
for any repairs made without your authorigation, and 
to pay all taxes on the register, and, in event of 
default, to reimburse the Company to full extent of 


taxes paid by it. 


156. 


bas ecb emooed vddaLboumt © 
as 
~et alt tqgeoos of bongiatebas to twa t 1G 


9 AA gee ee 


> La qe — er 


; ,jiaemysg dego Yow odem of “t0 Semobaed sox 


~Ysq Yas een te etfom ont seviteb ‘one 


le, 
Me aa 


moeteq YoHs tO: ,.voy, To tages fae, Seblvors 


ii ‘Min me, TT 


i ne |) 


seceoen smooed tL binode ,teve 2igex edt apewacgs on 


wade be i oe ra ae 


ie ,five yd toaticoo elit. to no.leivorg yas sotoTHe ot 


a = 
, 
1] 


a yontotis ofdenceuset fle Yeq ad eenty 28 somes a 
rn 4 oa 


oh, ib vate i ity 


er el 3 


ait sioted ,eeiwretts to esft ead ogame ‘to ede 
" P git j Na ene 
eotmes Demsicswshiy ,.bieq viiut mood ca Rob ch on 


ogemsb o yebbat ae 7 ; 
mi id . 


-nifbzo mox? sabe To tud ten tetel ger ous bLueda 


Lliw voy. ,tnomglds wort 128y one atisin eey 
sar « 
ayeq Seagietebas Sebivertg tf «isges og 1silo ‘duodd bw.” 


A Pe lok eat va 
Ti bie oF Si oo Cenuedto aol tad Toganety odd . 


6 ,exrisaget ater ’ olds Youezs JeetseR. XO etaodoet A 

ysq Ov DberaliatebaU .famtisqes To ses eno xe entlevert 
Hs ie 

bose ,col’spitod roy twodt iw ebast exteqot we tor bs 
meh ye. a 

rat 


to toeyve nt ,bis ,foveinet edt Do aexet tie wr eid 


to vaotzxe LfLut.o¢ yoaqmod edt es tudatet ot. tte 


It is agreed that title to said register shall 


not pass to undersigned until the purchase price 
therefor, or any judgment for all or part of same, 

is paid in full, and that until such payment, said 
register shall, at your option, remain your property. 


‘This contract covers all agreements between the 


parties and shall not be countermanded. 
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The states of Alabama, Maine, Maryland and 


Vermont require this form to be used: 


GIty sie cccceWeegeenss§ COUNTY cee tices StVAtE ciccas 
Date ..cecce 198... 

THE BLANK COMPANY, Philadelphia, Pa. 

Please manufacture and ship freight prepaid to ...... 

BEPOOU, epeccvuceccvecns GLOP, Fevecedocseecs COUNTY ; 

cccccccccsececs State, or to the nearest railroad 

ptation, (Mesidence addréas sic cscs ioe ly Ss eee se 

GF YOUR BOs «csccccvcvecee TeBiISters, seee-ceoe Finish, 

denominationsof keys, seccccccccccecccccecey LOr USE 

UN ceccccccnccccscccese DUSiNesSsS, for which undersigned 

GePeOR WSUNET FOE bcs ct deciceccsens Gollars’ ($..666Kn09 

as follows: 

S dsseecs GO6h 

$ ..e+++e Cash on arrival of register, and the follow- 

ing amount to be evidence by note: 

$ i3137i11) in ...- monthly payments of $ ......... and 

ee ee eee eee keep eeu b bce sees eo eee se eee 


The register shall remain your property until the 
price, or any judgment for same is paid in full; and 


upon failure of undersigned to make any payment, if 
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you so elect, you may repossess the register and re- 


tain as rental all money paid. Undersigned agrees 


to pay all taxes on the register, and to complete 


FA payment if register is lost, stolen, damaged, or 


destroyed. 


This contract covers all agreements between the 
parties, and shall not be countermanded. 
(Sign here): ..0+.-.dsecssee 
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The State of Colorado uses this type of form: 


CLUS sures sarees cacoe COUNTY seccsesess Colorado. 
Date eocccere LIZ. 
THE BLANK COMPANY, Philadelphia, Pa. 
Please manufacture and ship freight prepaid to ...... 
StPeet, scocccsccevcce CLtY, cvccvcvesccecee County, 
Colo., or to the nearest railroad station, (Residence 
OOOO Es chk s code ced keke) by ceescerses Of. Your 
NOs ccccesncsocsccce FOSISTEVS, eovccccceceee finish, 
denomination Of KOYS wereeeecceesseveeeeeee, FOr USE 
IN @scecceestscvcscceece DUSiness, for which the 
undersigned agrees to pay you .c.crccccccesecee AOllars, 
(B.eeeeeeee) as follows: 
Y eae ee 
& eeoeoeee CASH On arrival of register, and the fol- 
lowing amount to be evidenced by note: 
BS cecvcses 1M veces monthly payments of $....... and 
cocosce Of $ saceees, Said note to be secured by a 
chattel mortgage on the register. 


Five per cent discount allowed for cash settle- 
ment on arrival of register, but no discount allowed 
on credit for exchange registers, or on autographic 


registers. 
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The purchase price, less any payment thereon, 
shall, at your option, immediately become due and 
payable, upon refusal of undersigned to accept the 
register when tendered, or to make any cash payment, 
or to execute and deliver the note or make any pay- 
ment provided for therein, or to execute, acknowledge, 
and deliver the mortgage; or you, or any person 
authorized by you, if you so elect, may immediately 
repossess the register. 

Should the register get out of order from ordin- 
ary use within one year from shipment, you will, 
without charge, repair it, provided undersigned pays 
the transportation charges on it to and from the fac- 
tory, or nearest agency able to make the repairs, or 
traveling expenses of repairman. Undersigned to pay 
for any repairs made without your authorization, and 
to pay all taxes on the register, and, in event of 
default, to reimburse the Company to full extent of 
taxes paid by it. 

The register shall remain your property and 
undersigned shall be considered as holding same 
merely as your bailee until execution and delivery 
of mortgage, or until the price, or any judgment for 
same, is paid in full. 

This contract covers all agreements between the 
parties and shall not be countermanded. 
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Special type of form used in the State of Missouri: 


City suse eemeeesccecs County c.ccseceecess Missouri, 
PAGS vawavbastvuse 5 Loeews 

THE BLANK COMPANY, Philadelphia, Pa. 

Please manufacture and ship freight prepaid to ....... 

BGROOE secasvccrctcwe CITY, sossccccoseees County, Mo., 

or to the nearest railroad station, (Residence Address. 

ite eer ees Cece. se awebeckemctcedeeécacen Of YOuF 

NO. sccccsesccessocs PEQISCCIS, socceccvcccceee finish, 

MORI TORE OL BOVE seer de csccstescevecacesce LOF Use 

BM savccacetwececcescsoese DUBInNEeSS, for which under- 

signed agrees CO PAY YOU .ccccccccccccccesses GOllars 

(Seececesece) as follows: 

Se -kicsae, @Gen 

$ eseoee Cash on arrival of register, and the follow- 

ing amount to be evidenced by note: 

DS pscccwl Se Meseasn MOUUDLY payments of $ ......-.and 

busawed: Of  iveeeussces--, said note to be secured 


by chattel mortgage on the register. 


Five per cent discount allowed for cash settlement 
on arrival of register, but no discount allowed on 
credit for exchange registers, or on autographic re- 
gisters. The purchase price, less any payment thereon 


shall, at your option, immediately becomeSdue and 
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payable, upon refusal of undersigned to accept the 
register when tendered, or to make any cash payment, ; 
a 
or to execute and deliver the note or make any pay- 


ment provided for therein, or to execute, acknow- 
ledge, and deliver the mortgage; or you, or any per- 
son authorized by you, if you so elect, may immedi- 
ately repossess the register. Should the register 
get out of order from ordinary use within one year 
from shipment, you will, without charge, repair it 
provided undersigned pays the transporation charges 
on it to and from the factory, or nearest agency 
able to make the repairs, or traveling expenses of 
repairman. Undersigned to pay for any repairs made 
without your authorization, and to pay all taxes on 
the register, and, in event of default, to reimburse 
the Company to full extent of taxes paid by it. " 
You, or any person authorized by you, may date the 
note given herewith as of this date, or any date 
subsequent thereto. 

The register shall remain your property and 
undersigned shall be considered as holding same 
merely as your bailee until execution and delivery 
of the mortgage, or until the price, or any judgment 
for same, is paid in full. 


This contract covers all agreements between the 
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parties, and shall not be countermanded. 


(Sign here) eoeeeeveaevpeoeeve eve eeseseevee oes 
by On SS FFs. 6 FS. ke 2.9 0.6.9 


Post orfice eorpeeveveeeeeeaeaeseaeerea8@ 


* OK OF 


IN CONSIDERATION of the debt hereinafter mentioned 
and created, and the sum of One Dollar to ........; 
in hand paid, the receipt of which is hereby ack- 
NLOWLEGZEd, cecccecccccceveveccccscssccees RESIdENnCE 
AGGTOSS seccsecseccrceee Stregt, in the City of ... 
ce acteews EUMSY OL Gees cnconsevsey OO badeseavane 
hereby sell and convey to The Blank Company, of 
Philadelphia, Pennsylvania, the cash register be- 
low described, located at No wcsccoccceseee Strect 
BR WOO CEST GS bev sctcccsinven,s GOURGY OF seccccvcess 
State of Missouri, to wit: 

ecovcceese obtank Cash Register, Factory No........- 
Style No. séececes « 

UPON CONDITION that if ....... pay said Blank Com- 
Pany oo---.e- Promissory note dated .......scesecee 
amounting to $ ......... , maturing in payments, 
one each month after date, and signed by .......e., 
or any note given in extension of the same, then 
this deed shall be void, otherwise it shall remain 
in full force and effect. 


Should default be made in the payment of one 
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or more of said payments, or if said register is 
removed from the premises above described, without 
the written consent of said Company, of it said 
Company shall feel themselves unsafe and insecure 

in the premises, then all of said payments remaining 
unpaid shall at once become due and payable, and 
said Company, or their agent or attorney, may take 
and shall be entitled to the possession of said cash 
register, and for the purpose of acquiring possession 
may enter into the premises and take said cash re- 
gister; until which time possession thereof is to re- 
main with the undersigned. Upon taking possession 
in case of default, or as above provided, said Con- 
pany, or their agent or attorney, may sell the same 
either at public or private sale and apply the pro- 
ceeds of such sale, after deducting from said pro- 
ceeds all costs and expenses, including all attorn- 
ey's fees in obtaining possession of and making sale 
of said register, toward the reduction of the in- 
debtedness due from the undersigned, the remainder, 
Se Os) PO OL O. GE pecans cwke ed eccecccvenccoe OF 
representatives; and in the event of a public sale 
of said register, the Company herein shall be at 
liberty to bid upon and purchase the property herein 
above described. If sold at public sale, notice 


thereof shall be given for ten days, either by hand- 
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Form used in the District of Columbia: 


City «Veeeweeetetneessecseee, District of Columbia. 
Date ccccecee L920. 

THE BLANK COMPANY, Philadelphia, Pa. 

Please manufacture and ship freight prepaid to No. .. 

Puede weltd awe ns b ew ae. SUBCOG, sonreccdetsvecnrocgun) GEFs 

D. C., or to the nearest railroad station, (Residence 

DCT ,eod Uses ch SVG Che bead eek ehy s'ceowvecrany OF Yous 

NO. Seweeebesscsevccsee B6GZIStOrs, seocsscecseee Finish, 

denomination of keyS .ccccccsecccteevese, fOr use in 

Cocctcocecsesccesecoscccseoe DUSINEOSS, for which under- 

Signed agrees TO PAY YOU eececsccceccscceee AOllars, 

Oe enn oteeveny. OS Tollews: 

OS ssiscecen O00n 

$ ...eeeee- Cash on arrival of register, and the follow- 

ing amount to be evidenced by note: 

Opec bite Seeks ee ee WOR thly peyments of .csweces and 


668.44 4666 99 of $ eoeseeevepepeseevoeerpseoeeveveeesevoeseeeveeveeeo eee ones 


Five per cent discount allowed for cash settle- 
ment on arrival of register, but no discount allowed 
on credit for exchange registers, on on autographic 
registers. The purchase price, less any payment 
thereon, shall, at your option, immediately become 


due and payable, upon refusal of undersigned to ac- 
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cept the register when tendered, or to make any cash 
payment, or to execute and deliver the note or make 
any payment provided for therein; you, or any person 
authorized by you, if you so elect, may immediately 
repossess the register and retain as rental for the 
use of said register while in the possession of the 
undersigned, all payments theretofore made. 

Should the register be lost or stolen, destroyed, 
injured or damaged by fire or otherwise, before the 
price has been fully paid, undersigned agrees to com- 
plete payment, notwithstanding such loss, destruction, 
injury, or damage. 

Should the register get out of order from ordin- 
ary use within one year from shipment, you will, 
without charge, repair it, provided undersigned pays 
the transporation charges on it to and from the fac- 
tory, or nearest agency able to make the repairs, or 
traveling expenses of repairman. Undersigned to pay 
for any repairs made without your authorization, and 
to pay all taxes on the register, and, in event of 
default, to reimburse the Company to full extent of 
taxes paid by it. 

The register shall remain your property until 
the price, or any judgment for same, is paid in full. 


The contract covers all agreements between the 
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Parties, and shall not be countermanded. 


Accepted eseeoevoeveeo ep eeaeosesee eee 192.. . 
THE BLANK COMPANY 


By @eeseoevoeceevea@svpeesee ee eevseseevese8 (Sign here) 
by eoeeeee eevee eoeeeeeeeene 


P. O. eeereeeveeee eevee evneee8 


* Ke * *K * 


DISTRICT OF GOLUMBIA, ss: 

I, the undersigned, a Notary Public in and for 
‘the District of Columbia, hereby certify that ...... 
eecececcccese y the vendee, named in the within con- 
tract, personally appeared before me in said District, 
said party being well-known to me as the person who 
executed said contract, and acknowledged the same tb 
be his act and deed. 

WITNESS my hand and official seal hereto affixed 
ORLG wives en eed a OOS OE 6s de cia hea BOB... 
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Special form which must be used on Connecticut: 


City. srcg ees bee *2 pees. COUNTY. occ cccceve. CONNECtIOUS. 
DAGC a0 o:v.0.0 o0.000,0. LIBces 
THE BLANK COMPANY, Philadelphia, Pa. 
Please manufacture and ship freight prepaid to ....... 
eh a ee ht SE ok a ote sta GLbT «a e.cs 64:6 dion «ke 
County, Connecticut, or to nearest railroad station, 
(Residence address AER Pe ae . ke ae 
Vour NOs eessesenvenss finish, denomim tion of. KOYE bias 
Tor WS Ll v.c2ne.< ease venee om, PUSINGGS, for. which, undEr= 
Signed agrees TO PAY You .-ccaccvvcccccevcecs AGOllars, 
Ss vad benks sees Ae tOlLlierss 
S sctagnsi ed 
G seeeeee Cash on arrival of register, and the follow- 
ing amount to be evidenced by note; 


$ iii1ii1 in... monthly payments of $ .....-... and 


Rains a es a eek CE hea ee a's a nls bb dian 


Five per cent discount allowed for cash settle- 
ment on arrival of register, but no discount allowed 
on credit for exchange registers, or on autographic 
registers. 

The purchase price, less any payment thereon, 


shall, at your option, immediately become due and 
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payable, upon refusal of undersigned to accept the 
register when tendered, or to make any cash payment : 
or to execute and deliver the note or make any pay- 3 
ment provided for therein; or you, or any person 3 
authorized by you, if you so elect, may immediately : 
repossess the register and retain, as rental for the : 
use of said register while in the possession of the 
undersigned, all payments theretofore made. 

Should the register be lost, or stolen, de- 

- stroyed, injured or damaged by fire or otherwise, 
before the price has been fully paid, undersigned 
agrees to complete payment, notwithstanding such loss 
destruction, injury or damage. 

Should the register get out of order from ordin- 
ary use within one year from shipment, you will, 
without charge, repair it, provided undersigned pays 
the transportation charges on it to and from the fac- 
tory, or nearest agency able to make repairs, or 
traveling expenses of repairman. Undersigned to pay 
for any repairs made without your permission, and to 
pay all taxes on the register, and, in event of de- 
fault, to reimburse the Company to full extent of 
taxes paid by it. 

The register shall remain your property until 


the price, or any judgment for same, is paid in full. 
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This contract covers all agreements between 


the parties and shall not be countermanded. 
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STATE OF CONNECTICUT 
COUNTY a whine & a alate vee 


Personally APpEaTed occ cccccccccncvcccscccccees 
Pate and sealer of the within instrument, to me 
personally known, and acknowledged the signing 
thereof to be his free act and deed. 

Witness my hand and seal of office on this .... 
Gay Of sesesssccces 19 aoe 


Notary Public 
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Special form used in the state of Iowa covering 


instalment sales: 


GEGy cece nae ctmteieweaeas GOUUICY cssecectecoecconce LOWE 
THE BLANK COMPANY, Philadelphia, Pa. 

Date eececeee 198... 
Please manufacture and ship freight prepaid to .......... 
SUPSGL, sesecacceccteds GLGY, soseccsececss COUNTY, Iowa, 
or to the nearest railroad station, (Residence qaiseie 
Seeds 6 Tua Seek ceetedes OF. YSCR BG. vacdserees 
registers, ..«.cececseccoe finish, denomination of keys, ... 
Ceeddsiesetvenenes, FOO USE LH wwiciddcsccetnvesse DUBINGSS, 
for which undersigned agrees to pay Vou ccccccccccvescves 
G6riers (S°.c co cvce) G# TolLlows: 
S sseccce. wma: 
BS coccetvse GGG0 Of Grrival of register, and the following 
amount to be evidenced by note: 
So sieccccs 16 cectdeoce MONLY payments of $0065.53... and 
ea taee: OF Ors sree Sie nde es 


Five per cent discount allowed for cash settlement 
on arrival of register, but no discount allowed on credit 
for exchange registers, or on autographic registers. The 
purchase price, less any payment thereon, shall, at your 
option, immediately become due and payable, upon refusal 
of undersigned to accept the register when tendered, or 


to make any cash payment, or to execute and deliver the 
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note or make any payment provided for therein; or you, 
or any person authorized by you, if you so elect, may 
immediately repossess the register and retain, as rent- 
al for the use of said register while in the possession 
of undersigned, all payments theretofore made. 

Should the register be lost or stolen, destroyed 
injured or damaged by fire, or otherwise, before the 
price has been fully paid, undersigned agrees to com- 
plete payment, notwithstanding such loss, destruction, 
inury or damage. Should the register get out of order 
from ordinary use within one year from shipment, you 
will, without charge, repair it, provided undersiged 
pays the transportation charges on it to and from the 
factory, or nearest agency able to make the repairs, or 
traveling expenses of repairman. Undersigned to pay 
for any repairs made without your authorization, and to 
pay all taxes on the register, and, in event of default, 
to reimburse the Company to full extent of taxes paid 
by it. , 

The register shall remain your property until the 
price, or any judgment for same, is paid in full. 

This contract covers all agreements between the 
parties and shall not be countermanded. 


BOOROUEE adds wicecescsen, LOR... » (Sign here) 
THE BLANK COMPANY 
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STATE OF PENNSYLVANIA) _ nal 
MONTGOMERY COUNTY ) 

On this sigeecess GRY OF cece getssevecacencessecss Agh. 
192 ..., before me, a Notary Public in and for said 
County and State, personally appeared .....cccccccecey 

to me personally known, who, being by me duly sworn, did 
say that he is the authorized agent of The Blank Company, 
-a corporation organized and existing under the laws of 
Pennsylvania, and that the seal affixed to the foregoing 
instrument is the corporate seal of said corporation, 

and that said instrument was signed and sealed in behalf 
of said corporation by authority of its board of direc- 
GOPS, ON SGI cascnccescescscsccccseseee acknowledged 
the execution of said instrument to be the voluntary act 


and deed of said corporation by him voluntarily executed. 


Notary Public 
in and for Montgomery County, 
Pennsylvania. 
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Special form required under the laws of the state 


of Idaho: 


GLEY os cers se ee eae Sm EUS. vince as * «0a coke, Lees 
THE BLANK COMPANY, Philadelphia, Pa. 

DAGS »cceceseness, b9Bcen 
Please manufacture and ship freight prepaid to .ececee.. 
STPCOC,  cocaccccccecee CITY, cocccccccceee eooese County, 
Idaho, or to the nearest railroad station (Residence Ad- 
SUGMED sie te ee dae canes st. OF Your No. 5 ee 
Vaca TOTS, 5 6 sea * 92250 - finish, denomination of keys 
ieee hans ee SO BBG AN a6 edness 6s 102 06.4.. DUSLBOUS, 
for which undersigned agrees to pay you ........ Dollars 
(Ss ose caw )..88. Follows: 
ras ° * 
$ ...-... Cash on arrival of register, and the follow- 
ing amount to be evidenced by note: 
OSs scm e tue bac oo. LY. Paveents of S. oo eee+ 0, Mie 


Toye at Me ee 


Five per cent discount allowed for cash settlement 
on arrival of register, but no discount allowed on credit 
for exchange registers, or on autographic registers. 

Upon refusal of undersigned to accept the register 
- When tendered, or to make any cash payment, or to execute 
and deliver the note, the purchase price, less any payment 


when due, you, or any person authorized by you, may take 
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possession of the register and retain, as rental for the 
use of said register while in the possession of under- 
signed, all payments theretofore made. 

Should the register be lost or stolen, destroyed, 
injured or damaged by fire or otherwise, before the 
price has been fully paid, undersigned agrees to com- 
plete payment, notwithstanding such loss, destruc- 
tion, injury or damage. 

" Should the register get out of order from ordinary 
use within one year from shipment, you will, without 
charge, repair it, provided undersigned pays the trans- 
portation charges on it to and from the factory, or 
nearest agency able to make the repairs, or traveling 
expenses of repairman. Undersigned to pay for any 
repairs made without your authorization, and to pay all 
taxes on the register and, in event of default, to re- 
imburse the Company to full extent of taxes paid by it. 

The register shall remain your property until the 
price, or any judgment for same is paid in full. 

This contract covers all agreements between the 
parties and shall not be countermanded. 

ROMER Gistcecdcacsian TSB cy: (Sign here) 

THE BLANK COMPANY 
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INDIVIDUAL ACKNOWLEDGEMENT 


THE STATE OF IDAHO ) 

COUNTY OF et i 

On thigis..a GOY Of sgetvscvtisnvene, LOB ce, before me, 
ccecccccccccesseceesy & NOtary Public, personally appeared 
coevccececcooeecccess KNOWN to me to be the person whose 
name is subscribed to the within instrument, and acknow- 
ledged to me that he executed the same. 

IN WITNESS WHEREOF I have hereunto set my hand and af- 


fixed my official seal the day and year first above writ- 


ten. 
Notary Public eseesees#se#8se? Residence (city) 
CORPORATION ACKNOWLEDGEMENT 
THE STATE OF IDAHO ) 
)-ss. 
COUNTY OF eeee#ee#ee+eeee#eee a oes eaees 


Om. GIS stccs GAY OF wecacceress, 198..4., before me, 
eecccccceveccceees, & Notary Public, personally appeared 
coves eceeceeeceeves, Known to me to be the president (or 
secretary) of the corporation that executed the within 
instrument, and acknowledged to me that such corporation 
executed the same. 

IN WITNESS WHEREOF I have hereunto set my hand and af- 
fixed my official seal the day and year first above writ- 
ten. 
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Kentucky requires the use of this special form 


in instalment sales: 


CITY cosoccsccssccescesee COUNTY covcccccoeee Kentucky. 
THE BLANK COMPANY, Philadelphia, Pa. 

Date coccscvcvvevee LIS os 
Please manufacture and ship freight prepaid to ......... 
BUreet, «pees rcinase CLES - serevstwecsses GOunty, Ety., 
oF to the nearest Fallrosad station, secvccsessececsces Of 
VOour NO scesessscccce TEBEBTEPS, cocecccccccseoe finish, 
DOMOIRONL GR OL ROTO pi vaccccccevecccseseces LOY vee if 
eoccccececceccese DUSiness, for which undersigned agrees 
Se Ree POR bs ceesaccwssvse BOLlerte (8 secviises) a6 
follows: 
 aererreT ee |e 
$ «+s... Cash on arrival of register; and the following 
amount to be evidenced by note: 
D iccwsace AB baccce MOUthly payments of $ «vo+s-s>- ond 


Si eee cal. OF, Rbk s sane 


Five per cent discount allowed for cash settlement 
on arrival of register, but no discount allowed on credit 
for exchange registers, or on autographic registers. 

The purchase price, less any payment thereon, shall, at 
your option, immediately become due and payable, upon 
refusal of undersigned to accept the register when tend- 


ered, or to make any cash payment, or to execute and de- 
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liver the note or make any payment provided for therein; 
you, or any person authorized by you, if you so elect, 
may immediately repossess the register and retain, as 
rental for the use of said register while in the posses- 
sion of undersigned, all payments theretofore made. 

Should the register get out of order from ordinary 
use within one year from shipment, you will, without 
charge, repair it, provided undersigned pays the trans- 
portation charges on it to and from the factory, or 
nearest agency able to make the repairs, or traveling 
expenses of repairman. Undersigned to pay for any re- 
pairs made without your authorization, and to pay all 
taxes on the register, and, in event of default, to 
reimburse the Company to full extent of taxes paid by 
. 

The register shall remain your property until the 
price, or any judgment for same, is paid in full. 

This contract covers all agreements between the 
parties and shall not be countermanded. 
Attest 


ES SS ere (Sign here) 
)-Witnesses 
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STATE OF KENTUCKY ) 
) - SS: 
COUNTY OF OE Perr e 
The within instrument was produced before ME ceccoeeevveey 
jped@eseceuseepessaceess G20 preyed to be the act and. deed 
(official title) 
of SAROLAALBAADSAA ADE OADAEASO B22 9 * Oe) by the oath of e@oeeereeee eee? 
(purchaser) 
one of the subscribing witnesses thereto, who also proved 
She etses tation Of secaaeaestce ecceee, the other subscrib- 
ing witness thereto. 
Witness my hand and seal of office this ........ day 


of a°3:¢.F 2.08225 £92... ° 


‘2 2 2S CS 2 6. So Bis OC. o.6 FE Cease ot 6 22 


(Official title) 
CERTIFICATE OF RECORD 


STATE OF KENTUCKY ) 
) - ss: 
COUNTY OF e*eeeseeeeee 88 @ 

LF ek ee te Oe © ® eeceeee, Clerk of the County for the 
county aforesaid, do hereby certify that the within in- 
strument of writing was this day presented to me in my 
office, certified as above and left for record at .....ee. 
o'clock .....eM., whereupon the same and the foregoing 


and this certificate have been duly recorded in my office. 


Witness my hand this .....eces Gay OF wecccsseee LIS o 
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The state of Louisiana requires a form similar 


to that found below for all instalment sales: 


GitY neon-anceanenned butheetens HGOUDLY «¢ 0 eres cos ot ge ths 
THE BLANK COMPANY, Philadelphia, Pa. 

DOSE nc orcs ye cee crn e AB2 « 
Please manufacture and ship charges prepaid tO ..e.ccee 
street pe ale RR A +: ee HO es p tebe OUR SE octeke ¢ 
or to the nearest railroad station, (Residence Address 
ne re a a ee ee ne 
registers, .ee-eeeeeee- finish, denomination of keys ... 
dvidwewere « cies GEOR MSC EM ond de ti. c- ont nteee ooede, DUsiness, 
for which the undersigned agrees G0. DAF .¥OU. 16.4 emnmnde ces 
dollars ($ ........) for register delivered in Louisiana, 
as follows: 
| ee 
$ .eeeeee Cash on arrival of register, and the following 
amount to be evidenced by note: 
S ALALILL EM cee. cee Monthly payments of $...6..+. and 


Seatecitn Chit nenn ed 


Five percent discount allowed for cash settlement 
on arrival of register, but no discount allowed on credit 
for exchange registers, or on autographic register. The 
purchase price, less any payment thereon, shall, at your 
option, immediately become due and payable, upon refusal 


of undersigned to accept the register when tendered, or 
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to make any cash payment, or to execute and deliver 
the note or make any payment provided for therein, or 
you, or any person authorized by you, if you so elect, 
may immediately repossess the register and retain, as 
rental for the use of said register while in the pos- 
session of undersigned, all payments theretofore made. 

Should the register be lost or stolen, destroyed, 
injured, or damaged by fire or otherwise, before the 
price has been fully paid, undersigned agrees to com- 
plete payment, notwithstanding such loss, destruction, 
injury, or damage. Should the register get out of or- 
der from ordinary use within one year from shipment, 
you will, without charge repair it, provided undersigned 
pays the transportation charges on it to and from the 
factory, or nearest agency able to make the repairs, 
or traveling expenses of repairman. Undersigned to pay 
for any repairs made without your authorization, and 
to pay all taxes on the register, and, in event of de- 
fault, to reimburse the Company to full extent of taxes 
paid by it. 

The register shall remain your property until the 
price, or any judgment for same, is paid in full. 

This contract covers all agreements between the 
parties and shall not be countermanded. 

(Sign here) 
BY ss ccecrccccescodscccces 
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184. 
The State of New Mexico requires a form similar 


to this as below: 


City sscccedsveccesosses County .s.-..5-e.6 New Mexico. 
THE BLANK COMPANY, Philadelphia, Pa. 
Datevgseesis. cobs k9Bs, 
Please manufacture and ship freight prepaid to ...... 
StasrerGh. s Awe yee, COLE ee. oF dee. OGunty; New 
Mexico, or to the nearest railroad station, .ec.ceeee 
Of your NOcesieseseses POGiISters, wecccecccsecce Linish, 
deneminetion of Keys si. dseseve es -eheveoees FOP use in 
occccescoeveeee DUSIiNess, for which undersigned agrees 
bhipapuseuyes. Fil i, . Fileoss. Delkays;etSi7.is..}3 as 
follows: 

$t.66. anGash 

G ..... cash on arrival of register, and the follow- 
ing amount to be evidenced by note: 

G seeee AN ove monthly payments of $........ ANd eee 


is 


Of } .e. 


Five per cent discount allowed for cash settle- 
ment upon arrival of register, but no discount allowed 
on credit for exchange registers, or on autographic 
registers. 

The purchase price, less any payment thereon, shall, 
at your option, immediately become due and payable, upon 


refusal of undersigned to accept the register when tend- 
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185. 
ered, or to make any cash payment, or to execute and 
deliver the note or make any payment provided for 
therein; you or any person authorized by you, if you 
so elect, may immediately repossess the register, and 
retain, as rental for use of said register while in 
the possession of undersigned, all payments thereto- 
fore made. Should the register be lost or stolen, 
destroyed, injured, or damaged by fire or otherwise, 
before the price has heen fully paid, undersigned 
agrees to complete payment, notwithstanding such loss, 
destruction, injury, or damage. Should the register 
get out of order from ordinary use within one year from 
shipment, you will, without charge, repair it, pro- 
vided undersigned pays the transportation charges on 
it to and from the factory, or nearest agency able to 
make the repairs, or traveling expenses of repairman. 
Undersigned to pay for any repairs made without your 
authorization, and to pay all taxes on the register, 
and, in event of default, to reimburse the Company to 
full extent of taxes paid by it. 

The register shall remain your property until the 
price, or any judgment for same, is paid in full. 

This contract covers all agreements between the 
parties and shall not be countermanded. 


AGGODGSD sicecscoese 192., (Sign here) 
THE BLANK COMPANY eeeeteoeoev eevee eevee eeeeseseeesee 
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STATE OF NEW MEXICO )--ss; 

COUNTY Of eeeceeeee 

On this Vv@t@eece = es 6 day of core ccereccecey OES ts before 

me, personally appeared .ecccccecscscccscesees, tO me 

known to be the person described in, and who executed 

the foregoing instrument, and acknowledged to me that 

he executed the same as his free act and deed. 
"Notary Public 


My commission eCxpireS <cicccccccccees 


THE STATE OF PENNSYLVANIA) 

MONTGOMERY COUNTY | ade 

Gn ‘this ~s.827¢." Oy OF she Pees secuccsy ‘2492.6.; bOFOFE 
MC, Appeared ..csceeccevessseey tO ME personally known, 
who, being by me duly sworn, did say that he is the 
authorized agent of The Blank Company, and corpaation 
organized and existing under the laws of Pennsylvania, 
and that the seal affixed to the foregoing instrument is 
the corporate seal of said corporation, and that said 
instrument was signed and sealed in behalf of said cor- 
poration by authority of its boards of directors, and 
SQid ..eseeceeeeeee Acknowledged said instrument to be the 


free act and deed of said corporation. 
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Notary Public 
My commission expires cecerccesecccves 
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187. 
Form used in the State of Mississippi: 


City. oabeeeecs aia. ae County is... s.cces Miseissipad. 
THE BLANK COMPANY, Philadelphia, Pa. 

DATE ec ccscsccsscesee LIBses 
Please manufacture and ship freight prepaid to ........ 
MEROGG, ces cee sanceeses coew GREY, "Sse s cose Sees COMRTF; 
Miss., or to the nearest railroad station (Residence 
SEOUOEE so othe eetba dese abeu) «<vades CF FouR No. tie 
registers, s../ceceese finish, denomination of keys .... 
POr-uS LM seseccdccvcccveesse OUSiness, for which under- 
siened agrees tO pay YOu ..cecccoccccccecsese VDOLLAPS 
(Soho. sc eey as. follows: 
S* 3. 7s Cask} 
$ ».ee. Cash on arrival of register, and the following 
amount to be evidenced by note; 
Birr Sn eo monly payments or O°... . cs BNE “Same s 
oF ey a.3 


The register shall remain your property until the 
price, or any judgment for same is paid in full; and 
upon failure of undersigned to make any payment, if you 
so elect, you may repossess the register and retain as 
rental all money paid. Undersigned agrees to pay all 
taxes on the register, and to complete payment if regis- 


ter is lost, stolen, damaged or destroyed. 
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Pilon: 


This contract covers all agreements between the 


parties, and shall not be countermanded. 


. biteesesey eendsdad. ) (Sign ROTO) escicicsicevée 


Piavedaes bbadaswens+ 193) by eseeoereogeoeeee#eoe#ee?+sesesmete#eee eee @ 
Witnesses 


P, Opes cedabieens chee tare 


euate OF Migs,, GOGnty OF asccvisweocvsess’s 
Personally appeared before MG, ecseseccscccsesey @ 
Notary Public in and for the above named County and 
State, cocccscccsecccccecece, One Of the subscribing 
witnesses to the foregoing instrument who being first 
duly sworn, deposes and says: that he saw the within 
NAMEA weocerccscccceceee,y Whose name is subscribed 
thereto, sign and deliver the same to The Blank Con- 
pany, and that he, this affiant, subscribed his name 
as a witness thereto in the presence of the said 
Sworn to and subscribed before me this the .... day 


of $204 bwew ee & 6 tds De, ae e 


eeeeoeeveeceeeeeeeeeeee ee 


Notary Public 
State of Mississippi, ) 
County of Sei wa ees nae 0 LREES 
I certify that this instrument was filed for record 


in my office at .... o’clock, ... M., on the ..e. day 
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Of ,.t senses esse BOs ss , was Fecordeain’;... Book 
POSS seccveas « 

Witness my hand and official seal this ......... day 
OE serra tsaaeert, eemecc sé 


oeeseeoeseteeow#eeeoeenssee7es ee eeee eo 8 


Clerk, Chancery Court 
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Form used in the State of North Carolina; 


Clee bccn tgueue eewwwa ses GOURTY ccc ccsnscecses oe BGs 
THE BLANK COMPANY, Philadelphia, Pa. 

Date seccccceccey LOBes 
Please manufacture and ship freight prepaid to ....... 
BUSGCC,. 66.0 w0n o000 ove CABY, swcsecvecccos GOunty, N. Gs 
or to the nearest railroad station (Residence Address 
ites sepeievatal o¢ecce SE*eur BOs sicvceevsssesees 
registers, ceecceecoee finish, denomination of keys,... 
LOY USES 1M seoccccccesceccseceneee- HUSiness, for which 
undersigned agrees to pay you .........s.... dollars 
(S.ccccceee) aS follows: 
$ ..... Gash; 
$ ..... Gash on arrival of register, and the following 
amount to be evidenced by hote: 
S coves AD cevees Monthly payments Git. cancion Cone 


oeseoeee?  - Serre 


The register shall remain your property until the 
price, or any judgment for same is paid in full; and 
upon failure of undersigned to make any payment, if you 
so elect, you may repossess the register and retain as 


rental all money paid. 
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Undersigned agrees to pay all taxes on the register, 
and to complete payment if register is lost, stolen, 
damaged destroyed. 

This contract covers all agreements between the 
parties and shall not be countermanded. 

(Sire here) 1.0566 sstenscs vom 


Witness by @eeseseeeweeveeeeeeee 


P. ©. SS 62.5.9 ¢ OS Oe ea 6.0 ee 6 Ets 


STATE OF NORTH CAROLINA) __ 
COUNTY OF LESTE ree. * as 


SS: 
The foregoing certificate Of wccccccscccccccces, a8 
attested by his official seal, is adjudged to be in due 
form and according to law; therefore let this instrument 
with its certificates, be registered. 
Witness my hand this ...... day of ...e..ceee-, LOZ. 


@eeeeevevevp eevee eeveeeneeoee ee eo @ 


Clerk Superior Court 
CERTIFICATE OF RECORD 
Filed for registration in the office of the Register of 
Deeds FOr sscecccoccese County, N. C., at ... o'clock, 
OS GSMA Oe Pee bbe ey eUR ee) © 198.....5, and recorded in 
BOOK «ccc; PABS essere o 
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Special form used in Ohio for instalment sales: 


Gite cist vaseeeeaewwencses, COURGY csocascesecs OHIO. 
THE BLANK COMPANY, Philadelphia, Pa. 
DEte socccccceee L9Bece 

Please manufacture and ship freight prepaid to ....... 
Beep aeccccsees GILG, cacesvcrocsecseQGOQURtY, Ohio, or ta 
the nearest railroad station, (Residence Address.......) 
eeeece OF YOUR NG. savccesne POGIBGOPS, cosoessese finish, 
denomination Of KeYS ceccocsesosccecesesd, LOY use in 
cocccccccccecceees DUSiness, for which undersigned agrees 
SO OOP FOG svevercccscewsadl@ cscree}) Ge Lellows: 
S seers SORE 
§ «eee. Cash on arrival of register, and the following 
amount to be evidenced by note; 
Sie<snce AD Gesste MOMCHIS payments of F.....60+++ Se 
ec. 6 ioe Ee eee 


Five per cent discount allowed for cash settlement 
on arrival of register, but no discount allowed on credit 
for exchange registers, or on autographic registers. 

The purchase price, less any payment thereon, shall 
at your option, immediately become due and payable upon 


refusal of undersigned to accept the register when ten- 
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dered, or to make any cash payment, or to execute and 
deliver the note or make any payment provided for 

therein; or you, or any person authorized by you, if 
you so elect, may immediately repossess the register. 

Should the register be lost or stolen, destroyed, 
injured or damaged by fire or otherwise, before the 
price has been fully paid, undersigned agrees to com- 
plete payment, notwithstanding such loss, destruction, 
injury or damage. 

Should the register get out of order from ordin- 
ary use within one year from shipment, you will, with- 
out charge, repair it, provided undersigned pays the 
transportation charges on it to and from the factary 
or nearest agency able to make the repairs, or travel- 
ing expenses of repairman. Undersigned to pay for 
any repairs made without your authorization, and to 
pay all taxes on the register, and, in event of default, 
to reimburse the Company to full extent of taxes paid 
by it. 

The register shall remain your property until the 
price, or any judgment for same, is paid in full. 

This contract covers all agreements between the 
parties, and shall not be countermanded. 
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Georgia requires a form similar to this below for 


all instalment sales: 


CAtY coccesevceccevecsecsess COUNTY ..2.--e06- GEOTZiA. 
THE BLANK COMPANY, Philadelphia, Pa. 
Date. wovscecee LOZs. 

Please manufacture and ship freight prepaid to ...... 
SG. cosvccssvccavecsoss CITY eocowsevooses County, .- Gar, 
or to the nearest railroad station, (Residence address) 
eooee OF YOUr NO. woesscccoess TE gisters, ......-finish, 
for use in ececceecceeee DUSiness, for which undersigned 
Berean Wl wer FOR sedis emeccecess Golkeare (SO. scescacseal 
as follows: 
S seve CGE 
$ ..... cash on arrival of register, and the following 
amount to be evidenced by note; 
S .dvee Sh cvts MOMthly payments of $i....06- And seus 
Oe Sivdas ges 


The register shall remain your property until the 
price, or any judgment for same is paid in full; and 
upon failure of undersigned to make any payment, if you 
so elect, you may repossess the register and retain as 


rental all money paid. 
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Undersigned agrees to pay all taxes on the regis- 
ter, and to complete payment if register is lost, stolen, 
damaged or destroyed. 

This contract covers all agreements between the 
parties and shall not be countermanded. 

PORE HOSO) Ese degenecedtecicen 


Witness by eseeoeveevev eevee eseeeaseeeee 


P.O. eoeeoeenwveeoev eee eeeneeeee? 


*k 


coccccccccceGhe, evoose County 
In person CAMC seccerccceseececcce WhO, being duly sworn, 
deposes and says that he SAW ....e.e..--e-00 Sign and de- 
liver the within deed for the purpose therein mentioned 
and that affiant signed the same as witness thereto, 


Sworn to and subscribed before me this .. day of ... 192.. 


S#eeeeeeaogcnwn@goqoeesges ots eoetreesse 


Notary Publie, ...«« GG¥s 
MekeecheheencGle, coesss GOMER 
CLERK'S OFFICH, SUPERIOR COURT 
ere Tor récord this, the’ ..0... day of oo. eee esse. Ot 
eoee O'Clock .... M. 
Reccracea 1m Doce’... cc, PARS seecse; this ... day OF wee 
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South Carolina uses this form: 


GCAty sind wee weeks bance ss COUNTY seecesecsccecsee By Gay 
THE BLANK COMPANY, Philadelphia, Pa. 
Date ccccesevesese LISee 
Please manufacture and ship freight prepaid to .ecrucee 
Ste, wbescessocescvses GIG, Fecceccseevcesss Gounty, 5.06.5 
or to the nearest railroad station (Residence address) 
esses Of your NO~ ceeeeseveess TEGIStOTS, weeeeee Finish, 
for USE. iN | wcsoescesdevoevses DUSiness, for which under- 
signed agrees to pay you ......eseeeee- dollars (§......) 
as follows: 
$ .eeee6 Cash; 
$ .eeeee Cash on arrival of register, and the following 
amount to be evidenced by note; 
SG eretes> IR «see Monthly paymonts of $.....06+ OM cose 
Of sO eme ¢ 
The register shall remain your property until the 
price, or any judgment for same is paid in full; and 
upon failure of undersigned to make any payment, if you 
so elect, you may repossess the register and retain as 
rental all money paid. Undersigned agrees to pay all 
taxes on the register, and to complete payment if regis- 


ter is lost, stolen, damaged or destroyed. 
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This contract covers all agreement between the 
parties and shall not be countermanded. 
(Sign here) eeereeveeeseeoer 


Witness by cere rr 


if Gin *eseeevetveeee eee e 


STAT: OF SOUTH CAROLINA) __ - 
COUNTY OF ehoaskiarettans 


s: 

Personally appeared before ME coeeecsvcccccvesvcesece 
(witness) and made oath that he saw the within named 
Seccceeccnceccccee (Purchaser) sign and as his act de- 
liver the within written instrument for the uses and 
purposes therein mentioned, and that he witness the due 
execution thereof, and subscribed his name as witness 
thereto. 


Sworn to before me this ..«.. day Of ...e.e-- A-D.,192.. 


e@eeeeveeveevpeveseseeoeeeeevseeeeae eevee € 


Notary Public 
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Filed for record in the office of ........ ox LORS: «cen 
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and recorded in Book ....-csee PAZE eeoee » 
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